ed Mutual Funds: How they look at the market now 
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Mercury’s Comet takes the nextistep 
in Detroit's transition — a smaller car 
for every customer. (Marketing) 
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Out in front, because it’s so well-backed 
—with PLIOLITE LATEX 


rhaps the best wav to describe 


New in concept is }» 


the handsome floor covering pictured above. The idea 


is to use it first as temporary carpeting, later as per- 
manent padding under conventional carpeting. It’s 


made of durable woven cotton, permanently bonded 


to long-lasting foam rubber. The price—pennies per 


square foot. 


* this bright idea into a success- 


A vital part in 
ful product was played by PLiotire LATEX 5352. This 


new synthetic rubber late 


o 
a 


x was chosen primarily 


Water D : . 
of Synthe: oa a Vi 


mek 


because it can be used without blending with natural 


rubber latex to make resilient, durable foam. Othe 
reasons for its selection: Outstanding uniformity. 
Excellent physical properties. 

How can Puiouite Latex 5352 help you put your 
product out in front? You'll find it makes an excellent 
economical cushioning for many products. Write fot 
Chem1- 
cal Division, Dept. N-9415, Akron 16, Ohio. Or talk to 


your local latex compounder, 


details and technical assistance to Goodyeai 


a A 
‘. GOODFYEAR 


i“ 











itural 
Other 
mity. 


your 
‘lent, 
te for 
hemi- 


alk to 








in BUSINESS this WEE K Febrary 6, 1960 


GENERAL BUSINESS 


Page 

BUSINESS OUTLOOK 19 
WASHINGTON OUTLOOK 37 
INTERNATIONAL OUTLOOK 99 
PERSONAL BUSINESS 117 

THE TREND 136 

FIGURES OF THE WEEK 2 
READERS REPORT 5 





THE DEPARTMENTS 


BUSINESS ABROAD: 


CANADA: 


FINANCE: 


GOVERNMENT: 


LABOR: 


MANAGEMENT: 


MARKETING: 


THE MARKETS: 


PRODUCTION: 


TRANSPORTATION: 


BUSINESS WEEK e Feb. 6, 1960 


AUTO DEALERS OPTIMISTIC—BUT THEY DON’T KNOW WHY. 
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170 [1947-49=100 bs 
150 150 
140 STEEL STRIKE we 
130 NJ a 0 
120 co 
110 SE a ee Ce i eT 
YASOON DIV FMAMJI J A SON DIV FMAMJIJ AS ON DIV FMAM YJ 
1957 1958 1959 1960 
1953-55 Year Month Week § Latest 
Average Ago Ago Ago Week 
BUSINESS WEEK INDEX (chart). 2...) 13330 147.5) 157.7 160.57 160.4" 
PRODUCTION 
NE. OS SONNE ic Hck cckscnwcrsieneQasnepeeseesseneceewe 2,032 2,288 2,715 2,717r 2,687 
I aid a aaa db.5 EMEA ERS eD ROR ECD R ONES OOK OKE 125,553 119,678 112,113 175,060r 174,017 
Engineering const. awards (Eng. News-Rec. 4-wk. daily av. in thous.)........ $52,412 $63,193 $52,013 $55,003 $58,797 
Electric power (millions of kilowatt-hours)...........ccccceeeecccceees 10,819 13,151 13,565 14,523 14,313 
Crude oil and condensate (daily av., thous. of bbl.)........... eee eeeeeeee 6,536 7,107 7,068 7,190 7,136 
pees Glen Cotte OE... THOUS. OF TONE) no occ cc scccsvnscccericesesvies 1,455 1,334 1,370 1,471r 1,442 
POROUMONTE BORD oc ccccccescccccccesdscececesicvescccdebesoccces ° 247,488 293,826 138,521' 322,114 325,870 
TRADE 
Carloadings: mfrs., miscellaneous and I.c.I. (daily av., thous. of cars)....... ‘ 70 54 56 60 59 
Carloadings: all others (daily av., thous. of cars)........ ive iperetonwdee 47 38 38 4] 39 
Department store sales index (1947-49 = 100, not seasonally adjusted)..... 121 105 246 120 113 
Business failures (Dun & Bradstreet, number).......cecccccscsccceeees oe 198 322 226 302 281 
PRICES 
Industrial raw materials, daily index (BLS, 1947-49 = 100)............... 89.2 88.9 93.4 94.8 94.9 
Foodstuffs, daily index (BLS, 1947-49 = 100)........... ccc ccccecccees 90.5 78.4 70.8 72.4 72.1 
a OS ee era 19.8¢ 18.2¢ 23.0¢ 23.0¢ 22.2¢ 
Finished steel, index (BLS, 1947-49 = 100)............ ccc cece ccc cecees 143.9 187.0 186.8 186.8 186.8 
Sere Sheed COmmpeNe (VON AGG, 100). occ. cccceccccccccccccsscccecese $36.10 $43.83 $41.50 $42.50 $42.17 
Copper (electrolytic, delivered price, E&MJ, Ib.).......... cece cece eeeeees 32.394¢ 29.560¢ 34.113¢  34.215¢  33.785¢ 
Aluminum, primary pig (U.S. del., E&MJ, Ib.)......... cece cece eee cece 20.6¢ 24.7¢ 26.0¢ 26.0¢ 26.0¢ 
Aluminum, secondary alloy #380, 1% zine (U.S. del., E&MJ, Ib.).......... 21.95¢ 25.02¢ 25.02¢ 24.32¢ 
Wheat (No. 2, hard and dark hard winter, Kansas City, bu.).............06- $2.34 $2.01 $2.09 $2.08 $2.08 
Cotton, daily price (middling, 1 in., 14 designated markets, lb.)............ 34.57¢ 34.31¢ 31.88¢ 31.93¢ 31.95¢ 
Wool tops (Boston, Ib.)...... Sebeedds cnsesbesetesennedseeenenieeses ‘ $1.96 $1.62 $1.86 $1.88 $1.83 
FINANCE 
500 stocks composite, price index (S&°’s, 19417? = 10)........eeeeecees 31.64 55.23 60.08 56.99 56.17 
Medium grade corporate bond yield (Baa issues, Moody’s)........+...e2005 3.59% 4.90% 5.32% 5.36% 5.36% 
Prime commercial paper, 4 to 6 months, N. Y. City (prevailina rate)......... 2-2 % Ya Yo 4% % 5% 454% 
BANKING (Millions of Dollars) 
Demand deposits adjusted, reporting member banks..............cceeeee + 62,791 63,204 62,273 62,122 
Total loans and investments, reporting member banks...............eeeee t 102,870 105,363 102,834 102,276 
Commercial, industrial, and agricultural loans, reporting member banks.... t 31,366 31,395 30,880 30,559 
U. S. gov't guaranteed obligations held, reporting member banks........... t 34,701 27,468 26,904 26,679 
Total federal reserve credit outstanding............ peeteunseneeterecs ‘ 26,424 27,094 29,629 28,098 27,370 
" r n Latest 
MONTHLY FIGURES OF THE WEEK > Sl! |C 
Consumer credit outstanding (in billions)...............eceeeee December.......... $34.2 $45.6 $50.4 $52.0 
Installment credit outstanding (in billions)................c0ce December.......... $25.2 $34.1 $38.7 $39.5 
Manufacturer's inventories (seasonally adjusted, in billions)...... December.......... $45.2 $49.2 $51.6 $52.3 
DE Eee SE doawh savsdedobutbuderusereesdenubacnl December.......... $902 $1,254 $1,282 $1,478 
* Preliminary, week ended January 30, 1960. 1 Dec. 27-31, 1959. r Revised. 


+ Not available, 
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Long Distance 
puts your salesmen 
in the right place 
at the right time 


The result is extra sales and profits 





Neither time nor distance is a barrier 
when you sell by Long Distance. 

You or your salesmen can reach a dozen 
prospects in a dozen states in a single morn- 


ing. You can be in touch with them at the 
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LONG DISTANCE RATES ARE LOW 


Here are some examples: 


Buffalo to Cleveland ....... 70¢ 
St. Louis to Chicago. ...... Q0¢ 
Boston to Norfolk, Va. ..... . $1.20 
Milwaukee to Philadelphia . . . . . %1.45 
San Francisco to Detroit. . . .. . $2.10 


These are day rates, Station-to-Station, for the first three 
minutes. Add the 10% federal excise tax. 


pmo 


moment they’re most likely to buy—or when 
a ne'v product or idea is only an hour old. 


You can move fast by Long Distance— 
and many directions at once. It’s one of 
your most effective tools for bigger profits. 
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BELL TELEPHONE SYSTEM 
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Use it now... for all it’s worth! 

















PLANNED. MASS-HANDLING .... your imme 





Cut handling’s “hidden costs” 


Industry-wide studies of current manufacturing 
costs are highlighting the “hidden costs” that 
exist in all handling operations. Recent figures 
show many companies spend as much as 25% of 
operating dollars in just moving materials. 

Planned mass-handling is a logical solution. 
Fitting Towmotor fork lift trucks into your pro- 
duction operation is the fastest way to lower 
costs ... and increase profit. 


Write for material handling case studies that give 
you practical recommendations for improving 
handling methods in your own business. 

TOWMOTOR CORPORATION, CLEVELAND 10, OHIO. 


kT The) -/(SER/INGER 


THE ONE-MAN-GANG 


FORK LIFT TRUCKS, CARRIERS AND TRACTORS SINCE 1919 


Gerlinger arrier Company is a sut Jiary 





diate attack against rising costs 
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Some Flow 


Dear Sir: 

Mind if I raise an eyebrow over 
your reversal of the flow of the 
Great Lakes-St. Lawrence water- 
ways? 

Referring specifically to page 
129. [BW—Jan.23’60,p129] lines 
10 and 11 of the middle column: 
“From the Atlantic to Lake Su- 
perior, the St. Lawrence-lakes sys- 
tem drops 602 ft.” 

Run for the hills, Duluth, you’re 
about to be inundated! 

LEON C. SKALICKY 
LAPORTE, IND. 


e Duluthians need have no fears. 
The drop is from Lake Superior to 
the Atlantic. 


Executive Shelters 


Dear Sir: 

Professor Ullman’s letter on ex- 
ecutive’s shelters [BW—Dec.26°59, 
p6] and his show of irony, leaves 
me cold. 

I wonder if it has ever occurred 
to the good professor that he can 
build for himself and family, if he 
has a family, a fall-out shelter for 
less than $1,000, and can amortize 
it over a 20-year period for about 
what he spends on cigarettes—that 
is, if he smokes. 

By golly, this country is getting 
into a - - - - of a shape when people 
resent others taking safety meas- 
ures to their person. 

Suppose the good professor 
wants Standard Oil to build a 
shelter for him. 

CHARLES F. REED 
HOUSTON, TEX. 


Inflationary Proposal 


Dear Sir: 

Re: Reader Farkas’ proposal 
| BW—Jan.23°60,p5]. 

Assuming tariff barriers per se 
can resist the inroads of ultimate 
reciprocation with the European 
trade blocs, it would seem over- 
imaginative to apply sweepingly 
Reader Farkas’ proposal. Presum- 
ably, to be sure, there are nations 
whose work forces turn out com- 
petitive products at low prices be- 
cause real wage payments are 
niggardly. But using West Ger- 
many... aS an example, the pro- 
posed rebate applied to wage in- 
creases would not add to the real 
income of the working force. In- 
stead, more than likely, the effects 
would be inflationary and could 
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COMBINATION SCRUBBER-VAC 


This all-in-one cleaning unit, 
Finnell’s 218G Gasoline-Powered 
Combination Scrubber-Vac, is in- 
deed the answer to today’s need for 
increasing output per man-hour on 
vast-area scrubbing. The 218G 
applies the cleanser, scrubs, flush- 
rinses if required, and picks up 
(damp-dries the floor) — all in one 
operation! Independence from 
power lines permits the machine 
to go wherever the operator guides 
it... working in and out of pro- 
duction areas with ease... scrub- 
bing continuously. 





Monoxide Eliminator, 
Powder Dispenser, 
and Rinse Assembly 

are accessories 






























Maintenance men appreciate the labor- 
saving features of this unit. The gaso- 
line engine starts quickly and easily by 
pressing the starter button. And there 
are no switches to set for fast or slow 
— slight pressure of the hand on clutch 
lever adjusts speed to desired rate (up 
to 136 fpm). Two 18-inch brushes give 
a 36-inch scrubbing surface. One en- 
gine (2 cyl., 4 cycle, up to 10.1 hp 
maximum, and air-cooled) operates all 
working parts. The powerful vac per- 
forms quietly. 





@ Completely 
mechanizes scrubbing 


@ Coverage up to 
24,400 sq. ft. per hour! 


@ Mounts a SELF-STARTING 
gasoline engine 


Whatever the area of your floors, find out what you would save with a Combi- 
nation Scrubber-Vac. Finnell makes self-powered models — gasoline, propane, 
and battery operated — for small, vast, and intermediate operations. And of 
course Finnell also makes electric models to meet specific needs. It’s good to 
know too that a Finnell Floor Specialist and Engineer is nearby to help train 
your maintenance operators in the proper use of Finnell Equipment and to 
make periodic check-ups. For demonstration, consultation, or literature, phone 
or write nearest Finnell Branch or Finnell System, Inc., 3802 East St., Elkhart, 
Ind. Branch Offices in all principal cities of the United States and Canada. 


BRANCHES 
IN ALL 
PRINCIPAL 
CITIES 


Originators 
Poucr Serubbing and Polishing Machines 











readily result in reduced real in- 
come for the affected workers. 
Therefore, whatever merit Far- 
kas’ proposal has is far outweighed 
by its inherent inflationary bias, 
presuming it is implemented in 
prosperous times. 
RICHARD D. KARFUNKLE 
BROOKLYN, N. Y. 


An Ordered Universe 


Dear Sir: 

Your article What Darwin 
Means to the Space Age |[BW— 
Dec.12’59,p103] was most inter- 
esting. 

Surely Sir Julian Huxley would 
not pretend that the space satellites 
now circling our globe came into 
existence through mere chance. Yet 
he proposes that the men who de- 
veloped these satellites, the planet 
on which they live, and the uni- 
verse Of which we are a part, are 
all the result of 2.5-billion years of 
“blind opportunistic workings of 
natural selection.” .. . 

It is revealing, I think, that these 
scientists’ basic goal for the next 
100 years “is to continue the search 
for new knowledge to, ‘fill the tre- 
mendous gaps that still yawn’ in 
knowledge of man’s evolution.” ... 

Yes, gentlemen, I too am amazed 
that after 100 years of scientific 
advancement Darwin’s theory still 
dominates the thoughts of some of 
the world’s scientists. 

The entire universe, to the small- 
est particle of matter, exhibits or- 
der and regulation. It is incon- 
ceivable to me and contrary to all 
the “laws” of nature that this well- 
ordered universe could have merely 
chanced to evolve. The creation’s 
existence is irrefutable evidence of 
the Creator. ... 

Davip H. 
MINNEAPOLIS, MINN. 


[THIESSEN 


Videotape, Please 


Dear Sir: 

Your article, TV’s Splurge on 
Eisenhower Trip [{BW—Dec.12 
‘59,p29], was another evidence of 
the acuity to change which has 
made BUSINESS WEEK so nearly in- 
dispensable to forward-looking 
management. All the more, then, 
are we embarrassed by what we are 
certain was inadvertent misuse of 
the term Videotape. .. . 

The word Videotape is a trade- 
mark of the Ampex Corp. which 
defines our brand of television mag- 
netic recorders and reproducers. ... 

HARVEY G. LOWHURST 
PATENT COUNSEL 
AMPEX CORP. 
REDWOOD CITY, CALIF. 
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Huge benches carved from cliff will seat Niagara power house. Merritt-Chapman & Scott Corp., contractor. 





Man-made “Niagara” to boost power of falls 


A monster in its field, the Niagara 
Power Project, to be completed in 
1961, will have the largest installed 
generating capacity in the World: 
more than 2,000,000 kilowatts de- 
livered by 13 giant turbines. 

Key structure of the project is an 
1840-foot-long generating plant at the 
base of a high rock cliff on the Niag- 
ara River at Lewiston, New York. 
Water will flow through twin con- 


duits from the river into a forebay 
above the plant, then drop a sheer 
314 feet to the turbines. 

To prepare the powerhouse site, 9 14 


EQUIPMENT TODAY FOR THE 


million yards of rock must be removed. 
To get the job done on time, the con- 
tractor is working ’round the clock; 
six days a week. Naturally, equip- 
ment must be of unquestioned depend - 
ability — which is one reason why 
Gardner-Denver “Air Trac’’® and 
heavy-duty drills were used as part of 
the blast hole drilling team. 

Here, as on many another major 
civil engineering project, 100-year- 
young Gardner-Denver is again dem- 
onstrating its leadership. 

Gardner-Denver Company, Quincy, 
Illinois. 


CHALLENGE 


Gardner-Denver drills at 
work at powerhouse site. 


OF TOMORROW 


GARDNER - DENVER 



























What 3 things 
do these parts 
have in common? 


They perform better. Yet they cost less. And they are 
all molded of plastics. 


The exhaust fan blades have a molded-in metal bearing, and 
are unaffected by corrosive fumes. The washing machine filter 
not only costs less to make, it also licked a rust problem. 

The one-piece phonograph spindle cap simplified a complicated 
assembly, while maintaining tolerances of + .003 and —.000. 


SS SECECTOR 


The jewelers’ screw driver, the pistol grip tool handle, the 
dryer control panel, and the milk bottle handle are all 

low cost product improvements, made possible by the 
ever-widening choice of plastics materials and the growing 
efficiencies of custom molders. 


Think of the custom molder of plastics as the ‘“‘manufacturer’s 
manufacturer.” His engineering staff measures the product 

for plastics. His tool-makers build the master molds to close 
tolerances. His manufacturing facilities produce the most 
complex parts with consistent quality, at rates to meet 

the tightest schedules and budgets. 

Monsanto, supplier of plastics molding compounds to leading custom 
molders, has prepared a special report on “How To Buy Custom Molded 


Plastics.” Write for your free copy to Monsanto Chemical Company, 
Plastics Division, Room 710, Springfield 2, Mass. 


MONSANTO PACE-SETTER IN PLASTICS 


Mons 
\f 


We help you see things in ab 


Macy’s—world’s largest store—has been saying for years, = must, in your opinion, give you more light at lower cost | —¥* 
“It’s smart to be thrifty.” And they practice what they —_ than other brands—or your money back. 

preach. They buy all their fluorescents from Sylvania. Only Sylvania offers you this insurance. Macy’s has it. 

Years of experience have proved that Sylvania lamps Do you? 

lite the lowest TCL—Total Cost of Lighting (which Sylvania Lighting Products, a Division of Sylvania Electric 

margraey cost of lamp plus power plus maintenance). An Products Inc., Dept. OL-57, 60 Boston St., Salem, Mass. In 
additional economy is the Sylvania Light Insurance Canada: Sylvania Electric (Canada) Ltd., P.O. Box 1190, 

Policy. It guarantees that every Sylvania fluorescent = Station “O,” Montreal 9. 
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To Mary Elizabeth Longenecker.. . and to 
thousands of other lovely ladies (and their 
mothers) ...we’re the people who turn hard 
water into a soft, silken liquid that blesses 
the skin. Brightens the wash. Sparkles the 
dishes. And pampers the plumbing. 


We’re the Lindsay Company, nation’s largest 
and most experienced manufacturer of 
home-owned water softeners. 


By removing the objectionable elements from 
raw water, a Lindsay Softener can save you 
as much as $10 a month. In plumbing and 
appliance repair bills. In soap waste. And in 
hard-water-wear on the laundry. 


With a Lindsay, even “iron” water becomes 
soft and cooperative. 


Only Lindsay uses Fiberglass tanks, guaran- 
teed for life against corrosion. Our solid 
brass valves and fittings can never rust out. 
And a fully automatic Lindsay unit keeps 
soft water in constant supply. 


if the water in your home ... or plant... or 
community isn’t what it should be, you'll find 
the answer at Union. Our softening, storage, 
and conditioning services are the most ex- 
tensive in the world today. 

The Lindsay Company is one member of the Union Tank 


Car group of companies, each serving industry in a host 
of specialized ways. 
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Graver Tank & Mfg. Co. « Phoenix Manufacturing Company «+ The Lindsay 4 LN K C. Y 2 


Company + Graver Water Conditioning Co. + Products Tank Line of Canada, cS ) N Al Pe. ya j on S 
Ltd. + Refiners Transport & Terminal Corporation + Sparling Tank & Mfg. l 
Co. + Smith & Loveless » Union Overseas Company + Union Tank Car Company 228 North La Salle Street, Chicago 1, Illinois 





Modern Allis-Chalmers power equipment help utt 


electricity sparkst 













Steam Turbine Generator Unit 


Power Transformer 


Circuit Breaker 


Plan now to take full advantage of it... 
at home...in industry... in business 


At home or on the farm, “full-housepower” wiring can 
bring your family the wonders of electric living at their 
best. And in your plant or office, modern power distribu- 
tion and new, high-efficiency equipment can improve both 
your production and your profit. Check now... and let 
electricity spark the Sixties for you! Allis-Chalmers, 
Milwaukee 1, Wisconsin. 


February 7-13 
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POWER ror a GROWING WORLD 
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DELRIN 


a new engineering material 
offering the user 

distinct performance 

and cost advantages 

in many products 


once reserved for metals 


In “Delrin” acetal resin, manufac- 
turers now have available an engi- 
neering material that offers the user 
distinct performance and cost advan- 
tages in many products now made 
of die-cast zinc and aluminum, cast 
and machined brass, stainless steel 
and cast iron. 

The unique combination of physi- 
cal properties and production econo- 
mies offered by “Delrin” has already 
led to its specification for over 100 
products. Three are described on the 
opposite page. 

“Delrin” has the strength and 
stiffness to remain rigid in large sec- 
tions;thetensileand flexural strength 
to withstand high-stress loadings; 
the dimensional stability to hold 
close tolerances; the resilience and 
abrasion resistance to operate usual- 
ly without lubrication; and thechem- 
ical resistance to withstand corro- 
sion. ‘Delrin’ retains these desira- 
ble properties, too, even under expo- 
sure to wide temperature extremes, 
high humidity, corrosive solvents 
and stress. 

Products can be economically 
mass-produced in ‘Delrin’ via in- 
jection and extrusion molding... 
frequently in one-piece, integral 
shapes requiring no finishing opera- 
tions. Parts may be joined by me- 
chanical fasteners, spin welding or 
snap fittings. Production molds as- 
sure uniformity in part to part. 
Products can be surface-textured, 
painted, vacuum-metalized or made 
in integral colors. 

We will welcome the opportunity 
to assist you in evaluating how 
“Delrin” can help you improve a 
product, lower its costs or develop 
new designs for your profit. 
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The Zebco Company of Tulsa, Okla., cites ‘“‘Delrin’”’ as 
making possible a truly corrosion-proof salt-water spin- 
ning reel. In their “Fabulous Zebco 88’’, “Delrin” is used 
for the housing, thumb control and body. Zebco found in 
“Delrin” the stiffness, toughness, light weight, wear and 
corrosion resistance it needed. The ‘‘Fabulous Zebco 99°’ 
is also made of “‘Delrin’’ for long-lasting fresh-water 
spin fishing. (Molded by Continental Plastics Co., Okla- 
homa City, and Ajax Plastics, Tulsa, Okla.) 


A new chain conveyor made by Union 
Chain & Manufacturing Co., Sandusky, 
0., features top plates molded of ‘Delrin’. 
In switching from steel, the company 
states that “‘Delrin’’ offers constant di- 
mensional stability, lower manufacturing 
costs and improved performance, because 
the smooth surface quality of “Delrin” 
means less spillage and breakage. (Molded 
by Anderson Associates, Toledo, Ohio.) 


For their “Flow King’”’ ball-cock valve (left in photo below), 
Coast Foundry & Manufacturing Co., La Verne, Calif., 
chose “Delrin” rather than brass for the valve’s bonnets, 
because ‘‘Delrin” reduces production costs, and it has the 
required dimensional stability, stiffness and durability. 
These properties and savings (injection-molded “Delrin” 
eliminated all finishing operations) have prompted the 
use of “Delrin” for bonnets in two other valves. (Molded 
by Coast Craft Industries, Glendale, Calif.) 








THIS IS 


WHAT 


DELRIN 


IS DOING 


During the past three years, over 
500 applications of ‘Delrin’ have 
been field-tested by some 250 manu- 
facturing concerns. This develop- 
ment program measured the ability 
of “‘Delrin’” to perform in actual 
service vs. counterparts made of 
metals, rubber, wood and glass. In 
each case, detailed cost studies were 
also made to measure the cost ad- 
vantage of using ‘‘Delrin’’. 

As a result, and with the recently 
announced commercial availability 
of ‘Delrin’, over 100 applications 
are being put into commercial pro- 
duction: gears, bearings, housings, 
aerosol bottles, faucet parts, valves, 
sporting equipment, telephone com- 
ponents, households items and many 
others. 

We suggest that you investigate 
how ‘‘Delrin’”’ can be profitably used 
in the products you make and the 
products you use. Commercial proc- 
essors and our own staff of technolo- 
gists are ready to assist you. 


POLYCHEMICALS DEPARTMENT 


REG. U.s. PaT.OFF 


Better Things for Better Living... through Chemistry 


FOR MORE SPECIFIC INFORMATION MAIL THIS COUPON 


E. I. du Pont de Nemours & Co. (Inc.) 
Department D-26, Rm. 2507D 
Nemours Building, Wilmington 98, Delaware 


I am interested in evaluating ‘‘Delrin”’ for the follow- 


ing use: 














NAME 

COMPANY POSITION 
STREET 

CITY STATE 





In Canada: Du Pont of Canada Ltd., P.O. Box 660, Montreal, Que. 








METALOG/CS 





RYERSON PLUS VALUE® 











METALOGICS —The Ryerson science of giving 
optimum value for every purchasing dollar. 

Get the complete story on Metalogics from your 

Ryerson representative. Be “Metalogical’’—call Ryerson. 


STEEL*ALUMINUM * PLASTICS » METALWORKING MACHINERY 


om =... es i 
Joseph T. Ryerson & Son, tinc., Member of the «<Q Steel Ff amily 


PLANT SERVICE CENTERS: BOSTON * BUFFALO + CHARLOTTE « CHICAGO « CINCINNATI » CLEVELAND « DALLAS * DETROIT * HOUSTON * INDIANAPOLIS 
LOS ANGELES + MILWAUKEE + NEW YORK «+ PHILADELPHIA « PITTSBURGH «+ ST. LOUIS * SAN FRANCISCO « SEATTLE » SPOKANE + WALLINGFORD 
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A BUSINESS WEEK 


SERVICE 


People didn’t borrow anything like as much money to buy automobiles 
in the closing months of 1959 as had been expected. 


That may be just as good as money in the bank for auto manufacturers 
and auto dealers—or it may be an ominous sign. Right now, if you ask the 
auto people, they’ll tell you it’s money in their banks. 


Final reports on consumer borrowing last year, out this week, show this 
unusual situation on auto debt: 


¢ From April through August, installment lending for purchase of cars 
exceeded repayments by an average of $360-million a month. That ran auto 
debt up by about $1.8-billion in the five months. 


¢ But, in the last four months of the year, the average increase was only 
$75-million a month. ° 


Repayments actually exceeded new loans on autos in December. 


A small decline in auto debt in the final month of the year is by no means 
unheard of. However, December’s decline of $79-million was much the 
largest reported in any of the last half dozen years. 


This is all the more unusual when you consider that personal income 
was rising at an extraordinary rate (BW—Jan.23’60,p20). 


Everyone knows, of course, a lot more automobiles would have been sold 
late last year if they had been available. And, as a footnote, installment 
loans on cars would have risen much more than they did. 


Equally clearly, Detroit is now out to make up for lost time. 


January production of new cars edged just above 690,000, a new record 
for the month by a good margin. The February schedule calls for 725,000. 
Then, if the first quarter is to come up to the 1,275,000 bogey, March’s out- 
pouring will have to be above 850,000. 


Biggest single month, up to now, was 794,000 in March, 1955. 
—@— 


Slim borrowings to buy automobiles in the late months of 1959 would be 
ominous only if it showed consumers were pinching pennies. 


This they were not doing. Time debt to cover purchases other than 
automobiles rose more sharply in December than ever before in any month. 
Maybe, in some cases, this meant spending intended for autos went for 
other things. Yet it’s doubtful that many auto buyers were lost that way. 


Borrowing on time to buy things other than autos shot up $556-million 
in December. That carried the total outstanding to a record $10%-billion. 
And all types of consumer borrowing (installment, charge account, etc.) 
ended 1959 at $52-billion, a new high, up nearly $6%4-billion for the year. 


Here’s one kind of steel you can buy without too much trouble: 


Structurals are available and delivery times normal. The mills say 


business in these shapes is good, but not so good but what they have salesmen 
out looking for more orders. 
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In particular, they’re looking for highway business. Even more par- 
ticularly, they want to supplant pre-stressed concrete. 


Structural steel didn’t have so good a year in 1959 as you might have 
guessed from the amount of heavy construction put in place. 


Business came in during the early months in rather ordinary volume. 
And, even though shipments moved up sharply just before the steel strike, 
the last half of the year was dismal. For the year, shipments were 2.9-million 
tons against more than 3.6-million in 1958 and the record of nearly 4.2- 
million in 1957. 


Orders did better than shipments—3.2-million tons—but even here the 
showing was no great shakes alongside most recent years. 


Reduced prices may take the joy out of the tire cord market for those 
who win it, but that isn’t cutting the eagerness of contestants. 


Allied Chemical has just announced its 1960 capital outlays are planned 
at $85-million, up from $40-million last year. A big chunk of the money is 
for capacity in Caprolan, the company’s nylon 6 tire fiber. 


Almost simultaneously, Dow Chemical revealed it is about to start build- 
ing a plant, costing in the millions, to produce nylon 6. 


This nylon 6 is described as cheaper to make than nylon 66, known to 
many in the trade as the “conventional” nylon tire filament. 


Wall Street was wondering this week how much profit margins had been 
squeezed on high-strength rayon tire cord, now commonly known by its new 
trade name Tyrex. The reason: American Enka, a major Tyrex producer, 
voted a 25¢ quarterly dividend (an unexplained cut from last year when 
Enka paid 35¢ quarterly plus an extra in December). 


New orders for machine tools ran nearly $660-million last year, far 
ahead of 1958. However, the sales curve flattened after mid-year, and the 
year’s total was substantially below 1955-57 boom levels. 


Most of last year, shipments of machine tools lagged new orders. Decem- 
ber, in fact, was the only month to show larger billings than bookings, though 
output had begun to swing up in October. 


Now, with steel shortages largely a thing of the past and customers look- 
ing to 1960-61 modernization, even a modest improvement in orders should 
sustain output around December’s $63-million-plus rate. 


Estimates of the value of construction put in place in January snapped 
back sharply from late 1959 on a seasonally adjusted basis. 


The latest figure prepared by the Dept. of Commerce (which assumes 
steel shortages were largely over) bounced to an annual rate of $54.8-billion. 
This compares with a low of $50.7-billion in November and puts total con- 
struction back about on a par with year-earlier levels. 

Contents copyrighted under the general copyright on the Feb. 6, 1960, issue—Business Week, 330 W. 42nd St., New York, N. ¥. 
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Management takes a second look at costs 


Sharp rise in expense of transport- 
ing materials and products adds 
emphasis to management's cry, 

“How can we cut our costs?” 


Last year, American industry spent 
$50 billion to move goods. The total is 
considerably more than it was five years 
ago; it is considerably less than it will be 
in another five years. These rising costs 
—plus a new realization of the role 
transportation plays in production and 
distribution — are causing many top 
management people to take a second look 
at what they pay to move goods, to find 
ways and means of getting more value 
out of their transportation dollar. 

Our own customers reflect very well 
this heightened interest in transport ef- 


ficiency. So much so, that at their behest 
we recently published a comprehensive 
executive study focused on transporta- 
tion economies. Among other topics, the 
study examines the advisability of inte- 
grating traffic with other departments, 
indicates how best use may be made of 
the talents and abilities of the traffic 
manager and discusses methods of cut- 
ting costs without sacrificing service. 

The name of the study is “Through- 
put” and it has already been circulated to 
our customers. We have, however, a 
limited number of extra copies we will be 
pleased to mail on request. No obligation, 
of course, except that we would appre- 
ciate hearing your opinion of “Through- 
put” after you've studied it. 


Address request to: INTERSTATE SYSTEM 
134 Grandville, S.W., Grand Rapids, Michigan 


Interstate System serves 9,149 points in 24 
states through 72 terminals * Coast-to-Coast 
service via Garrett Freightlines, Inc. « Direct 
service to and from Puerto Rico via Pan- 
Atlantic Steamship Corp. Sea-Land Service. 


MORE THAN A TRUCK LINE... 
A TRANSPORTATION SYSTEM 
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J. Duncan Suttel is a reflective-look- 
ing merchant from Pawtucket, R. L., 
whe has been selling automobiles since 
1936. This week, swapping notes with 
auto dealers from all over the country 
gathering in Washington for their an- 
nual convention, Suttel concluded: ‘It 
doesn’t make any difference what | 
think. It’s what John Q. Public 
thinks.” 

What the public thinks about the 
1960 cars—and how it is reacting to 
them—is quite plainly confusing many 


What Some Car Dealers Say the New Compact 


, 


THE MARKET 





“It’s a year of a great deal of wonderment” 
—J. Duncan Suttel, Pawtucket, R. I., Lin- 
coln-Mercury; 24 years in the business. 


STANDARD-SIZED CARS 








CHRYSLER 
IMPERIAL 
“Hottest thing we got is the New Yorker’— 
W. R. Shadoff, Pomona, Calif., Chrysler- 


Plymouth-Valiant; 22 vears. 





22 


of the men at the National Automobile 
Dealers Assn.’s convention. Most of 
them, in one way or another, echoed 
the views of the men pictured. Those 
views can be summed up simply as op 
timistic—without knowing why. 

It’s going to be a good sales vear— 
better than last year and better than 
1957-the NADA members feel, and 
they cite enough specifics to sound con- 
vincing. But vou have to remember 
that less than a third of all new-car 
dealers attend the convention, and that, 


STUDEBAK®® - PAGK 


“The Big Three compacts have helped by 
stimulating interest’—David W. Chatlain, 
Wooster, Ohio, Studebaker; nine years. 


“I’m not worrying a bit about them at this 
stage”—L. W. Thoms, St. Louis, Pontiac; 
40 years. 


Auto Dealers Optimistic—But 


as a group, they are the most success- 
ful dealers. ‘These men say it’s going to 
be a good year, but they don’t pretend 
to know what shape the auto market 
is assuming. For nght now the market 
is in ferment and may not be what it 
seems to be. 

¢ Abnormal—One of the most impor- 
tant of the manufacturing executives 
agrees. “The market is so abnormal,” 
savs James O. Wright, vice-president 
and general manager of the Ford Div., 
“that we can’t draw conclusions.” 


re 


“This year is the threshold of a new era”— 
William A. Grawemeyer, Indianapolis, Ram- 
bler; 13 years. 





“Our biggest complaint about the car is that 


it’s too big”—Miles Dietrich, Wayne, Mich., 
Buick; 26 years. 
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They Don't Know Why 


There is still a shortage of cars as an 
aftermath of the steel strike—L. W. 
Thoms, who expects to sell 1,500 Pon- 
tiacs this vear, has only a 10-day stock 
when he should have at least three 
times that many. Chevrolet’s Corvair 
and Chrvsler’s Valiant small cars are 
still in too-limited supply for dealers 
to fecl they have had a competitive test 
against Ford’s Falcon, 
¢ Some Start Slowly—Januarv started 
verv dull for some dealers. 

“IT am quite disturbed,” savs Wayne 


Cars Have Done to: 
USED CARS 


~ 








“The small cars are softening the used car 
prices” —James R. Cross, Van Nuys, Calif., 
Oldsmobile; 20 years. 


IMPORTS 





“Imports are no longer the cream-puffs”— 
Elmer Drew, La Mesa, Calif., Ford; 33 


vears. 
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C. Edmonson, an Evansville (Ind.) 
Studebaker dealer. ‘Sales had been ter- 
rific,”” Bill Jones, who sells the 
Dodge in Augusta, Ga., “but the pub- 
lic’s attitude has changed since the first 
of the vear.” Neither of these men is 
pessimistic. Along with other dealers, 
they think what has happened is that 
the casv business has been pulled in— 
“those who want to be first with the 
1 dealer explains. 
happens 


SaVS 


newest,” as 


Phat generally within a 


couple of months after a new car is 





“The late-model, high-priced used car is a 
Jonah”—Bill Jones, Augusta, Ga., Dodge; 
10 years. 


PLYMOUTH 





“Renault sales would have been better with- 
out the compacts”—Melvin Karp, Savannah, 


Ga., Dodge-Jaguar-Renault; 21 years. 
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BIG AND LITTLE GROUPS talked sales 
at annual convention of the National Auto 
Dealers Assn. in Washington. 


FORD 


DIVISI 





“T’ve sold Falcons to some used car cus- 


Warfield, Frederick, Md., 


tomers” —John 
Ford; six years. 


“They're going to cut into foreign car sales” 
—Leon E. Titus, Tacoma, Ford-British Ford; 
46 years. 





introduced, but was delayed this time 
by the steel strike. Now the dealers 
will have to step up their sales efforts— 
which doesn’t bother them at all. 
Detroit sales reports indicate that 
only a minority of dealers are disturbed 
about January results. Delivery figures 
reported by the dealers to the factory 
are comfortably ahead of the vear-before 
month. ‘They are not at a pace that 
would add up to total sales of about 
6.8-million—a popular industry forecast 
last fall—but that could be attributed to 
many things. Most of them involve, 
one way or another, the vehicle that has 
shredded the market—the compact car. 


|. The Way of the Compacts 


“People think it’s smart to buy a 
smaller car,” savs Horace B. McGrath, 
who has been in the Pontiac business 
in Cedar Rapids, Iowa, for eight years. 
He thinks it is really the so-called low- 
priced cars—Chevrolet, Ford, and Plym- 
outh—that are suffering most from the 
compact cars. You don’t hear that 
from most Ford and Chevy dealers, 
though. They think the bulk of their 
Falcon and Corvair sales are to other 
classes of customers. 

Detroit analysts aren’t so sure. While 
waiting for larger figures to play with 
before drawing conclusions, they have 
the impression that standard-size cars 
are not moving so well as anticipated. 

The one standard-size “low-price” 
car that seems to many dealers to be 
dragging is Plymouth. (You can get 
an exception to that, too: W. R. Sha- 
doff, in Pomona, Calif., who has 
switched some prospects up from a 
Valiant to a Plymouth.) By and large, 
Plymouth has suffered more from 
Dodge’s Dart (which is the same size 
and about the same price) than from 
the Valiant. Chrysler took the Plym- 
outh franchise away from Dodge dealers 
and gave them the Dart instead; the 
Dodge dealers have been keeping the 
former Plymouth customers. 

The dealers at the meeting who han- 
dle the medium-priced cars were sur- 
prisingly optimistic. They went along 
with the general feeling that the year’s 
business would be good, arguing that 
they sell “quality” cars to a quality 
market. It will be a steady, and profit- 
able market—although lower than in 
vears such as 1955 when Buick went 
for volume—while dealers in cars under 
the medium price class cut each other’s 
throats. 

In one area of the business, anyone 
asking around the NADA meeting got 
near-unanimous response: The compact 
cars have bitten deeply and perhaps per- 
manently into the used car market, re- 
sulting in a softening of used car prices. 

It is less clear what has happened to 
the market for imported cars, and for 
Rambler and Lark. For everv dealer 
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handling an imported make who says 
his business has been hurt a bit, vou'll 
find one with the opposite story. You 
hear Valiant and Falcon dealers tell 
about taking Ramblers and Larks in 
trade; and vou hear Earl L. Palmer, who 
sells Ramblers in Buffalo, say his Jan- 
uary sales are higher than last year and 
that he expects a 30% increase for the 
entire year. 


ll. Calm Customers 


As was to be expected in such new 
and different vehicles, the Big ‘Three 
compact cars have had some engincer- 
ing bugs and complaints over quality— 
although Ford’s Falcon seems to be 
practically free of them. The dealers, 
however, are startled by the calmness 
with which the customers are taking ad- 
justments—as if they expected them. 

The Corvair, because of the complex 
enginecring around rear engine and 
transmission, has had a rash of broken 
fan belts and complaints over carbu- 
retor icing. But Chevrolet moved in 
quickly to correct the difficulties. Com- 
plaints on the Valiant mostly concern 
quality, but a Baltimore dealer has sold 
40 since late December “‘with no real 
service problems.” 

The profits on the Big Three com- 
pact cars have been good, with sales at 
full list price the rule until the past few 
weeks. A New Jersey Valiant dealer 
on the fringe of the Camden-Philadel- 
phia metropolitan area savs he hears of 
Valiant discounts up to $100, although 
he has not experienced them. It’s an 
uncommon Ford dealer who hasn’t 
been discounting his Falcons about 
$100, and at least some Corvair dealers 
trim more than that off the label price. 
That, savs one dealer, is because the 
Corvair price is too high in relation to 
the cheapest Chevy. 

Rambler and Lark discounts seem to 
be running about the same as last year; 
and that could be up to $250 off the 
label price, depending on equipment. 
The Falcon discounts worry one Stude- 
baker dealer, who says others at the 
convention share his concern. He's 
afraid Ford is winding up for an all-out 
price “blitz’’ to maintain its 1959 
leadership over Chevrolet—an intention 
firmly denied by Ford Div.’s Wright. 

It could be that the Studebaker man 
~and others who voiced the traditional 
lament that there is no ethics in the 
auto business any more—were looking 
for things to worry about because the 
path for the future seemed too smooth. 
No dealer seemed sure of which way 
the market would go; which kind and 
size of cars would get “hot” and stay 
that wav—and none scemed to care. For 
they all cither now sell cars spanning 
the ‘“‘can’t-miss” price ranges, or they 
will when the new line of smaller cars 
comes out this vear (page 84). 


How 


It wasn’t the deals themselves 
that were tried in federal court, 
but Guterma’s failure to file 
SEC reports on them. 


The Justice Dept. won a big victory 
last week when Alexander L. Guterma, 
who made headlines as a financial op- 
erator, was convicted by a jury in a New 
York federal court. 

Guterma was convicted of conspiring 
to defraud fhe United States in failing 
to file required reports with the Securi- 
ties & Exchange Commission on the 
tangled finances of the now-bankrupt 
F. L. Jacobs Co., the auto parts maker 
he once controlled. He faces maximum 
penalties of 35 vears in jail, $160,000 in 
fines. 

If the conviction is not upset by 
Guterma’s appeal, it means that the 
Justice Dept. has an important new 
weapon to use as a protective device 
against financial operators who take 
over a company, strip it of its assets, 
and then unload on an uninformed 
public. 
¢ New Legal Weapon—There’s no fed- 
eral law that directly protects the pub- 
lic in such situations so that the gov- 
ernment had to find a new way of 
bringing the facts before the court. It 
did this by charging that Guterma’s fail- 
ure to report what he was doing 
amounted to defrauding the U.S., since 
it hampered SEC in its responsibility 
for protecting the investing public. 

“The government’s case,” savs on 
attorney, “was just like getting Al Ca 
pone for income tax evasion.” 

Guterma’s appeal will challenge the 
government’s case that he sought to de- 
fraud the U.S. If this novel indictment 
can stick, there is no doubt that the 
Justice Dept. will be able to step in 
whenever the SEC suspects manipula- 
tive activities and does not find them 
in the reports that companies must file. 
lor the government’s whole case 1s 
based on Guterma’s failure to meet SEC 
regulations, not on his operations. 
¢ Cases Pending—Guterma’s  convic- 
tion, though, revolved around his opera- 
tions at Jacobs. Tle still has to stand 
trial on three other criminal indict 
ments: 

¢ For alleged fraud in the offer and 
sale of United Dve & Chemical Corp 
shares in 1956 and 1957, when he con- 
trolled that company. His co-defend 
ants include Pierre A. DuVal, writer of 
an investment letter, and Virgil D. 
Dardi, who was associated with the late 
Serge Rubinstein and who subsequenth 
took over from Guterma as head of 
United Dye, changing its name to 
Chemoil Industries, Inc. 
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he U.S. Got Guterma 


Alexander L. Guterma 


¢ lor alleged fraud involving Bon 
\en Co., anothcr company he once con- 
trolled. He is accused of bilking Bon 
Ami of more than S600,000. ‘The same 
indictment also charges him with viola 
tions of U.S. banking laws in transac 
tions with George Heanev, deposed 
president of the Security National Bank 
of Long Island (BW —Feb.21°59,p27). 

¢ Vor alleged failure to register a: 
an agent of the Dominican Republic's 
Rafael ‘Trujillo. Guterma allegedly got 
$750,000 from ‘Trujillo about a vear ago, 
just before his empire collapsed, for a 
promise to provide propaganda over the 


Mutual Broadcasting System, Inc., 
which he then controlled (BW—Mar. 
28'59,p110). 
|. Modus Operandi 

The New York trial revealed that 


Guterma was an audacious operator, 
particularly adept at covering up his 
maneuvers. Occasionally, he left a trail 
that the investigators could follow. Yet 
with all the evidence, covering mor 
than 5,000 pages, the U.S. Attorney's 


ofhce in New York admits that its in 
vestigators have not been able to un 
tangle the web that Guterma wove 
when he was in command of FI. L. 


Jacobs. What's more. they don’t know 
what he did with the funds he got. 

Similarly, Jacobs’ trustees, after closc 
to a full vear of work, still haven't com 
pletely figured out just what the com 
pany’s assets and liabilities are, and how 
much Guterma managed to take for 
himself, 

“Tracing evervthing Guterma did,” 
savs Asst. U.S. Attorney 
“might take 10. vears. 
more obvious operations came to light 
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David Bicks, 
A few of the 


when the auditors were able to get at 
the books.” 

¢ Nature of Charges—Bicks points out 
that Guterma wasn’t tried for bilking 
I’. L. Jacobs, or even for juggling its 
books, but for failing to report to SEC 
what he was doing. 

To get a conviction, though, the gov- 
ernment had to prove he had a motive 
for concealing his activities. And its in- 
vestigators managed to show, in broad 
detail, the nature of some of his more 
flagrant operations. In each case, Guter- 
ma’s modus operandi was to shuffic 
around assets—especiallv stock  certifi- 
cates endorsed in loans—among various 
companies he controlled. 
¢ Juggling Assets—Guterma must have 
shown the skill of a  sleight-of-hand 
magician, for no one at Jacobs could 
keep track of what he was doing. 
Justice argued, however, that assets wer 
being juggled so they could eventually 
reach Guterma himself—or a holding 
company called Comficor, Inc. 

Comficor, Inc., which was a defend- 
ant in the trial and was convicted along 
with Guterma, is a shadowv outfit. 
Gutenna admits to being a “substan 
tial” bondholder, but its list of stock- 
holders has never been located, so no 
one knows, for sure, who actually owns 
it. ‘The government was able to con 
vince the jury that Guterma and Com 
ficor were one and the same. 


Il. Typical Deals 


testimony — dis- 
closed one typical series of deals in- 
volving Comficor, Guterma, and Jacobs. 
Jacobs acquired shares of Scranton Lac« 
Co., later renamed Scranton Corp. ‘This 
icquisition carried control of Tal Roach 
Studios and its subsidiarv, Mutual 
Broadcasting. In all, Jacobs obtained 
about 96,900 shares of Scranton stock, 
either by outright cash payments ot 
through an exchange of 
was $22.04 a share, mak- 
ing a total investment of $2.2-million. 
e Winners and Losers—Bv laborious 
checking of stock certificate numbcrs, 
government investigators found that all 
but 300 of the Scranton 
pledged to high-rate money lenders as 


The government’s 


assets. ‘Uh 


AVCTAgC pric ( 


shares were 


collateral for loans—at interest rates of 
2% a month or more. Some $1.7- 
million was raised this wavy between 


February, 1955S, and Januarv, 1959. 

According to the government's wit 
nesses, I. L. Jacobs got $543,000: 
Guterma got $98,000, and Comficor got 
$1.1-million. So far, there’s no record 
of what became of the $1.2-million re- 
ceived by Comficor and Guterma. 

Ihe victims in this operation, as it 
turned out, mainly the 


were money 


Convicted 


lenders, because they had no way of 
getting back the funds they had ad- 
vanced. In other cases, Guterma has 
been charged with borrowing from high- 
rate lenders, then allowing them to 
dump the shares on the market in 


what amounts to an_ unregistered 
secondary offering. Scranton went 


bankrupt and its shares became worth- 
less; only 30,000 shares held by money 
lenders were dumped beforehand. 

¢ Fast Shuffle—Guterma’s machinations 
—one attorney describes him as “a 
near genius in finance’’—were based, in 
part, on his control of several com- 
panics. For example, the government 
presented evidence that he managed a 
fast shuffle with a $250,000 loan that 
Comficor made to ‘Thompson-Starrett 
Co., Inc., an engineering firm. 

On the surface, this was a normal 
transaction. But Guterma took the note 
that Thompson-Starrett had signed and 
transferred it to Jacobs in settlement of 
a debt owed by Comficor (the two 
companies were continually borrowing 
from cach other). However, Guterma 
never informed ‘Thomson-Starrett that 
the note had changed hands. When it 
came due and was paid off, Guterma as 
head of Jacobs gave the note back, but 
Comficor kept the cash. 
¢ Carpet Caper—But the most high- 
handed scheme of all, according to 
Jerome J. Londin, U.S. attorney in 
charge of the prosecution, was an op 
eration that, in true whodunit fashion, 
is described as the “Classic Carpet 
caper.” 

According to the government, Classic 
Carpet Corp., an outfit of unknown ori- 
gin and ownership that kept its check- 
books in Guterma’s office, had an in 
ventory of fiber automobile mats that 
IF. L. Jacobs wanted to buv. So Gu 
terma got Jacobs to issue about $1.1 
million in letters of credit to Classic 
Carpet to cover delivery. These letters 
were discounted by Classic Carpet in a 
normal wav through the Sears, Roebuck 
pension fund for just over Sl-million. 

Lhe government's investigators 
showed that about half of the mat 
inventory that Jacobs bought from 
Classic Carpet already belonged to one 
of Jacobs’ own subsidiaries. Moreover, 
Jacobs, which had shelled out $1.1- 
million for the mats, realized onlv $35,- 
000 when it sold them. 

The government was not able to 
prove that Guterma controlled Classic 
Carpet; its ownership is altogether 
unknown. But there is no doubt that 
Guterma—and Comficor—profited most 
from the deal between Classic, Jacobs, 
and Sears. Of the $1.1-million that 
Jacobs put up, Guterma pocketed $66, 
000, Comficor got $373,000, and Chat 
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ham Corp., which was definitely estab- 
lished as a Guterma holding company, 
got $250,000. 

Jacobs, which had put up the money 
in the first place, was the loser. On its 
books, Jacobs got back $230,000 from 
its own discounted notes. In addition, 
Comficor gave it $75,000, supposedly 
in payment of a debt. But in return, 
Jacobs forked over a Swiss bank account, 
worth $310,000, to Comficor. 


lll. Case for the Defense 


Despite all the evidence massed 
against Guterma, his lawver, Richard H. 
Wels, thinks there is a good chance that 
the conviction will be reversed in the 
Court of Appeals. Wels points out that 
the SEC regulations requiring “insider” 
reports, annual reports, and other com- 
pany information, which Guterma was 
accused of violating, have never been 
used in a criminal case before; he ques- 
tions if they are sufficiently precise to 
be the basis of a criminal indictment. 
Wels indicates that he plans to trv to 
punch holes in the government case, 
point by point; he strongly implies that 
the U.S. attornevs juggled figures to 
prove that Guterma was required to re- 
port on what he was doing. 
¢ Interpretation—l'or instance, SEC 
rules state that listed companies—F’. L. 
Jacobs was and still is listed on the New 
York Stock Exchange, though it is sus- 
pended from trading—must report any 
“significant” disposition of assets. “Sig 
nificant” is defined as anvthing with a 
net book value of more than 15° of a 
ompanv’s assets. 
Wels savs that, at the trial, even the 


government witnesses could not gree 
n just what this regulation means. 


Wels is confident that Guterma’s con- 
viction on charges of willfully hinder- 
ing Jacobs from filing S-K reports will 
be thrown out. 

¢ To Be Sentenced—W hatever happens 
in the Appeals Court, it is likely that 
the case will drag on for vears. 

At present, Guterma is in the Federal 
House of Detention in New York await- 
ing sentencing on Feb. 17. As soon as 
he is sentenced and notice of appeal is 
filed, he will probabiv be released on 
bail once again. 
¢ Rebuilding Jacobs—F. L. Jacobs, 
meanwhile, is starting to make progress 
toward rehabilitation. Jacobs’ court- 
ippointed trustees plan to ask the 
NYSE. shortly to allow trading in the 
stock to resume. They also expect to 
have enough information by Feb. 15 to 
file a final audit on the company’s finan- 
cial condition through last Julv. 

Once that’s done, the wav should be 
clear for the trustees to put through 
their reorganization plan, which would 
merge Jacobs with some other company 
that can take advantage of Jacobs’ sub 
stantial tax-loss carrv forward. 
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INSURGENTS behind Algiers barricades wait for battle that never came. Finally 


De Gaulle Wins for 


His real problem is to bring 
the Army under control; his new 
near-dictatorial powers may not 
be enough to do it. 


Stung by last week’s Algerian insut 
rection and its direct challenge to his 
authority, Pres. Charles de Gaulle this 
week called a special session of the 
National Assembly in Paris and de- 
manded the nght to rule France for 
the next 12 months almost exclusivel 
by Presidential decree. Waving ob- 
tained this power, de Gaulle got ready 
to remove several Cabinet members 
who had infuriated him with their luke- 
warm support at the height of last 
week's showdown. 

By assuming something close to dic- 
tatorial power, de Gaulle figures he has 
a chance to impose his will on the 
I'rench Armv officers who remained 
neutral while insurgent European civil- 
ians in Algeria defied orders from Paris 
for a full week. De Gaulle knows better 
than anvone else that the important 
thing about the insurrection was not 
the rebellious mood of the civilians but 
the attitude of the Army—its bitter 
hostility to his policy of self-determina- 
tion for Algeria. 
¢ First Skirmish?—On the surface, of 
course, de Gaulle has won a victorv. 
Hfis backing in France is stronger than 
cver. Even in Algiers, the center of 
the whole affair, life is back to normal 
this week (pictures). The civilian in- 
surgent leaders are either in jail or on 
the run. ‘The downtown streets, ripped 


up last week to form barricades, have 


been repaved. 
high above the 


In Army headquarters 


citv, the main_ preoc- 


against the 


* oe ne 
ee ees te 


cupation once again is fighting the wat 
National Liberation Front 
LN). 

Yet, behind this facade of normalcy, 
is de Gaulle well knows, lurks the possi- 
bility that what happened last week 
could happen again—that this was onh 
the first skirmish in a major battle that 
will have to be fought out between 
de Gaulle and the Army officers in 


geria. Some observers believe disat- 
\lg S } bel lisaf 
fection is so widespread in the Army 
1@ mav never be able to bring it under 
] } ble to | t 


control. 

¢ Potential Saboteurs—l'o be sure, it 
is unlikely that the Army will go along 
with another civilian insurrection in the 
near future. But between them, the 
Army officers and the European die- 
hards still are in a position to sabotage 
inv attempt by de Gaulle to end the 
war and base an Algerian settlement on 
the principle of self-determination. 

\s long as that remains the situation, 
the war is likely And as long 
as the war goes on, l’rance will remain 
politically explosive and unpredictable 
as an allv for the U.S. and the other 
Western powers. This is the consensus 
in Washington, London, and Bonn, 
despite the of relicf that 
de Gaulle came through this crisis. 
¢ A Nation’s Glory—lor the General, 


o 
to go on. 


¢ Xpre ss1on 


there is more at stake in all this than 
a settlement of the five-vear conflict 
between France and the FLN. De 


Gaulle has larger ideas: a burning ambi- 
tion to see France reestablished 
world power capable of dealing in its 
own right even with the Sovict Union. 

Ever since he came back to power, 
the Algerian problem has been a stum- 
bling block. It has compromised his 


iS da 
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. . » bulldozer clears paving stones as rebels scatter and Army belatedly enforces order. 


internal economic reforms and held up 
modernization of his Army. What's 
more, French fighting in Algeria has 
been a black mark on de Gaulle’s other- 


wise enlightened policy in former 
l'rench Moslem territories such as 


Morocco and ‘Tunisia, as well as in 
Hrench West Africa. In this part of 
Black Africa, the tide of nationalism is 
pushing the former French colonies 
away from partnership with France and 
toward complete independence. 

In short, until de Gaulle finds a wav 
out of the Algerian maze, he has to 
shelve his grandiose ambitions — for 
l'rance. Even the explosion of France’s 
first atomic bomb, planned for this 
month in a remote region of the Sahara, 
reportedly has been put off as a result 
of the Algerian crisis. 
¢ Restive Officers—The 
Algerian problem—at least on the 
l'rench side—remains the attitude of 
the lrench Army. The first dramatic 
demonstration of the fact came in 
May, 1958, when dissident officers in 
Algiers virtually overthrew the Fourth 
Republic and brought de Gaulle to 
power. At that time, the officers felt 
de Gaulle was their best guarantee 
that Algeria would remain French. 

This faith in de Gaulle first began 
to waver seriously last September, when 
the General came out with his self- 
determination policy for Algeria. He 
promised that once a cease-fire could 
be arranged with the F'LN, the nation’s 
political future would be decided by a 
referendum, 

The 1-million European settlers in 
Algeria, together with the 10-million 
Moslems, could vote among three alter- 
native solutions—outright independence, 


crux of the 
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Now, Faces Test Later 


a loose political association with France, 
or complete integration with France. 
¢ Bitter Pill—lhis policy was hard for 
the Army to swallow. ‘To manv officers, 
it looked as if de Gaulle had double 
crossed them. Both Army and civilian 
leaders in Algeria know that the bulk 
of Algeria’s Moslems would vote for 
independence if given the chance to 
do so. As for “‘association,” the Army 
feels this would mean independence bv 
stages, as it is in the case of the states 
in French West Africa. 

Until last weck’s blowup, de Gaull 
had made some effort to take Army 
opinion into account. For example, he 
sounded out Army feelings before an- 
nouncing his Algerian policy in Septem- 
ber. And, as a result, he softened his 
self-determination theme to the extent 
of warning that France might partition 
Algeria between French and Moslems 
if a majority of Moslems voted for 
independence. De Gaulle also stated 
flatly that, whatever the case may be, 
France would hang on to its Sahara oil 
fields. 
¢ The Crisis Comes—But Army officers 
refused last fall to take de Gaulle’s self- 
determination seriously enough. Many 
of them felt that it was largely a diplo 
matic maneuver aimed at international 
opinion; they grudgingly accepted the 
policy as a necessary part of de Gaulle’s 
attempt to build up French power and 
influence within the Atlantic Alliance. 
In anv case, the issue never came to a 
head. For the LN refused to agree on 
the terms for a cease-fire as the first step 
toward a referendum. 

Early this month, however, the Army 
finally decided that de Gaulle meant 
business. ‘Then, in effect, they precipi- 


tated the crisis by having Gen. Massau, 
hero of the Irench paratroops, openly 
challenge de Gaulle’s policy via a care- 
fully staged press interview. 

e Election Trouble—If de Gaulle has 
brought the Army to heel for the pres- 
ent, he hasn’t brought the dissident 
officers any closer to accepting his solu- 
tion for the Algerian problem. In fact, 
the Army seems to feel that it has 
wrung some concessions from de 
Gaulle. 

In his nationwide TV appearance last 
week, the General again refused any 
political talk with the FLN until there 
was a cease-fire, thus reassuring some 
Army officers. He also indicated that he 
would like to see Algeria integrated with 
France. Still more important, he prom- 
ised the Army that when a referendum 
is held “vou will have to guarantee its 
complete and genuine freedom.” 

Kew observers can imagine the 
French Army supervising freely held 
elections in which FLN leaders would 
have the right to campaign. In thus as- 
suring the Army that his Algerian policy 
depended on them, de Gaulle gave 
Army leaders the feeling that he was 
backing down under pressure. It was 
at that point that the officers agreed to 
put down the civilian insurgents— 
though de Gaulle also had presented 
them with a choice between a show of 
obedience and civil war. 

This, of course, could be a miscalcu- 
lation by the Army. When de Gaulle 
asked the Assembly this week to 
strengthen his powers greatly he seemed 
to be girding for a future showdown 
over Algerian policy. Since he has solid 
support in France itself, the only reason 
for secking additional power is to use 
it where his support is in question—in 
Algeria. One thing he must do there is 
build a stronger civilian administration 
so that the Army doesn’t run the whole 
show. 
¢ Next Crisis?—A new showdown prob- 
ably would come whenever the FLN 
agreed to a cease-fire, for at that point 
de Gaulle would have to prove he could 
make the Army follow orders. But the 
PLN leaders apparently have decided 
to fight on indefinitely. ‘Vhev are plan- 
ning to strengthen their military forces, 
relying partly on an international bn- 
gade recruited from a dozen or more 
African countries, some of them in the 
French Community. 

By adopting this course, say some 
observers, the FLN leaders are plaving 
right into the hands of the French 
Amv. According to this view, de Gaulle 
represents the one hope for Algerian 
independence in the foreseeable future. 
By holding out, the FLN may eventu- 
ally bring de Gaulle down. Although 
the General’s position in France has 
never been stronger than it is today, 
sooner or later it will erode if he 
cannot bring peace to Algeria. 
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A Sampling of Pessimists | 


“In December, the rosy-outlook boys couldn't see a cloud in ww ce 
unless it were the fact that there would be a little less homebuilding. 


ioni the outlook...” 
i ‘ reat deal more questioning of 
en seneinces —A Boston life insurance vice-president 


tite RSENS ST 


“A danger exists that a rapid 
due to a high level of steel pr 


Wi 


rise in consumption in the first half of 1960, partly but 





eduction, could lead business to Overproduce . . .” dec! 
—A Philadelphia utility ofticer dep 
- on after the election unless Congress | 
‘| see danger of a recession after 4 ‘ wore a : 
+ ant i e mone see 
takes some definite steps to relieve t oT ae Caner 
‘ 


“When inventory building tapers off after the first half, what will take its place?’’ 


Washington economist 


Real Business Bears Are Har 


QO: Don't vou think the economy has 


my 


: | ee 
! 


m 





Despite Wall Street’s sag, great majority of business- 

: , ere shown remarkable strength despite the \ 

men remain highly optimistic for 1960, even 1961; but a steel strike? i 

search did turn up a bearish minority. Here’s the way these , A: Not particularly. As a matter of s 

act, I don’t see anv evidence that the b 

business bears see things through their dark brown glasses.  cconomy was expanding much in the d 

second half of 1959. I admit it’s hard h 

As the quotations above suggest, they said, is the two-faced month—the — to separate the effects of the steel strike t 

there is an active school of thought month of letdown after Christmas cheer — from other developments. But look at t 
around the nation that doesn’t think and end-of-the-vear boom predictions, 1959's third quarter, when the strike 

the business boom is all it’s cracked the month when the next six months had verv limited effect on business ac- | 

up to be. look fine but the second half is still — tivity. With or without a strike. vou 


Last week, BUSINESS WEEK reporters 
set out to find these pessimists—and 
to learn why thev are worried. In fact, 
the pessimists were not casv to find 
except in and around Wall Street. ‘The 
great majority of businessmen, BUSINESS 


wrapped in fog, the month of chilblains, 
head colds, and budget balancing. ‘This 
vear it was also the month of political 
crisis in I’'rance and North Africa, a 
month when Presidential aspirants were 


would have had a drop in inventories. 
l'otal spending on construction, declin- 
ing since last Mav mainly because of a 
shortage of funds, would have kept slip 


ping. Plant and equipment spending 


beginning to expose all the perils that showed only a slight advance. ‘Whose 
WEEKS survey indicated, are highly faced the nation—perils that would be three kev trends would have made 


optimistic about the prospects for 1960, 
and even for 1961. 

I'o be sure, since the business trend 
and the stock market parted company 
it the beginning of January, there has 


aggravated if certain other politicians 
achieved high office. 

In Wall Street itself, financial corre- 
spondents found the change of mood 


fourth-quarter business awfully uncer- 
tain. The steel strike disguised the true 
situation; it transformed the inventor 
problem from a source of weakness to a 








more startling than the actual perform- source of strength for future business. * 
been considerably more questioning ance of the market. Yet cven there And it probably helped to keep business 
ibout the longer term business outlook. —_ bearishness, though plentiful, is moder- confidence high by concealing unfavor- 
And there’s a good amount of an- ate under the skin—at least for the able trends in the economy. 
noyance with Wall Street among busi- majority. Stockmarket bears say, “Sure, O: Well then, would vou sav the 
nessmen—concern lest a sagging market good business was expected in the first strike was really a good thing and has 
transmit uncertainty and gloom to the _ half, and now it’s a fact of life, and it’s cnabled us to get over a sticky period 
rest of the economy, cause a slowing already being discounted.” and get back on the track to a stronge! 
of consumer spending for luxury goods —¢ Pure Breed—The dominant breeds of — expansion? 
or of business spending for expansion. bear turned up by BUSINESS WEEK re- A: Mavbe for a little while—provided, 
¢ Two-Faced Month—Most business- porters were, thus, stockmarket bears, of course, conflict between labor and 
men, however, think the stock market  seasonal-January bears, and _ political management in the coming months 
has relatively little effect on general bears. However, they did find, in small doesn’t seriously interrupt production 
business. Many of those interviewed numbers, some purebred business bears. But what is behind the rise that we are 
were inclined to charge the growth of ‘The composite business bear, and the already experiencing? Inventory build- r 
bearishness last month to nothing more — reasons for his pessimism, can be put ing, that’s about all. I admit that’s a 
than typical Januarv blues. January, together from many of the interviews: strong push. Steel stocks fell during the 
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erted effort from all quarters 
he boom that it makes me suspicious 
histling in the dark. 
Detroit securities dealer 


There is such a cone 
to publicly announce t 


they are talking up business “ es 


eR A at Rone 





“January is « 
and be a litt] 


i 


‘UWe're still optimistic about 1960 sobering month, a time 


fo tame wild optimism 


° ea r ° 
artly but appreciate that a stock market haven't got ae about people spending what the 
..” | decline could act as a psychological Y not be able to get,” y 
ficer | depressant on the economy.” B ___ A Chicago savings & loan official 
— A Cleveland paint manufacturer rm mete a 





E 








. “The current boom is largely due to inventory rebuilding and won’t last much beyond midyear.” 


PPLE 














nee — —A Milwaukee manufacturer 
SO ee RE TUR ee eee ees a, Teg 
:  Qyysiness weer ae So ee siete Se Ser i a 
Bf * ES PROC dey ose) ee un ese ke Cee oe - 
. 
rdito Find—But Stubborn 
has strike to their lowest levels in the post- had more than half that. All right, all the time. And what it means in 
the war period. Auto pipelines had to be suppose vou do get another $1-billion _ particular is a squeeze on U.S. prices. 
; filled up. This will give us a strong — or $2-billion increase in the second half. Maybe we've brought our prices under 
r of shove forward. But steel inventories are ‘That's not going to offset a drop in control. But that doesn’t mean we've 
the bouncing back to normal faster than inventory building from around a $10- brought our costs under control. Wages 
the anvbodv expected. And auto sales have — billion rate in the first half to maybe — are still rising, and so are other costs. 
ard been less than Detroit looked for, so a $2-billion rate in the second. This is going to mean a squeeze on 
rike those record rates of output we are get- O: Well, I don’t know if those figures profits—and you won’t get a capital 
< at ting now will have to come down. will turn out to be right, but aren't spending boom out of that. Bear in 
rike ( QO: But all this output is putting there other sources of strength? What mind, too, that, even though business 
ac- more money into consumers’ pockets. about government? may soften a bit, we're likely to have 
vou Don’t vou think this will make con- A: State and local government ex- _ tight monev and high interest rates with 
ICS. sumption rise and thus keep the busi- — penditures will be rising—at an annual — us anvhow—because of the foreign situa- 
lin- ness cvcle moving upward? rate of $3-billion. But the federal gov- _ tion. 
ta A: Well, certainly consumption is go- ernment won't do anything for vou. Q: What do vou mean? 
slip- ing to rise. But I doubt that it will keep = Don’t forget that over-balanced budget A: Well, the U.S. has been losing 
ling mereasing. When the fast rise in in- Eisenhower submitted will have a con- gold because of the deficit in our bal- 
lose comes we're getting now because of in- — tracting effect on business. Eisenhower ance of payments. If we dropped our 
ade ventory building tapers off, I just don’t — says he wants a $4.2-billion surplus in — interest rates lower than European 
cer- sce what will keep consumption climb- _ fiscal 1961—which starts on July 1 this countries where a stronger boom war- 
Tuc ing. | don’t think consumers are going year. ‘That figure understates the con- rants higher interest rate policies, we 
for to do anvthing extra for vou. Remem- _ tracting effect—because the surplus in would have to worry about hot mone, 
fo a ber that plenty of workers are still try the government’s cash budget (which —call it short-term funds if vou want 
CSS. . ing to make up for the loss of income — includes all the funds the government — to be polite—running away from New 
1€SS during the stecl strike. And don’t forget takes out of and puts back into the York, weakening us further. The mone- 
vor- the heavy burden of debt consumers are economy) will be more like $6-billion. — tarv authorities will have to keep mone 
already carrving. O: But are those figures realistic? tight to prevent that. 
the Q: But don’t vou think capital spend- = Will the Democrats let Eisenhower run QO: So vou think we're headed for a 
has ing will pick up in the second half and — a surplus of that size? recession that we can’t avoid? 
iod offset the inventory showdown? A: Mavbe not. But I do know you A: I do. I don’t know whether it 
iger A: I do expect capital spending to are not going to have much, if any, will come before the end of the vear 
rise in the second half, but not enough — increase in real government spending, or some time in 196]. And I think 
led, te make up for the slowdown in in- — and I'll bet vou don’t get a tax cut. At that’s what the stock market is saving. 
ind ventory building. ‘Vhe latest Commerce — verv most, | think vou’d have to treat QO: What would make vou happy 
iths Dept.SEC survev of plant and equip- the federal budget as neutral—with no now? 
_— ment outlavs (BW—Dec.12°59,p26) — extra push in it. A: A promise that vou won't quote 
- L doesn’t show much genuine expansion- QO: What about foreign business? me by name. 
ild- ary strength. Your own McGraw-Hill — E.urope’s booming. Won't that help? Q: You realize you're in a rather 
ga capital spending survey only projects A: Maybe a little. But remember that — small minority? 
the a 10% rise this vear—and we've already foreign competition is growing tougher A: I am used to that. 
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JOINT ECONOMIC COMMITTEE heard arguments about Eisenhower policies. 


Democrats made little progress in . . . 


Search for an Economic Issue 


Economists generally agreed 
with the Administration’s fore- 
casts, and the Democrats 
couldn’t build up much steam. 


Every political strategist in Washing- 
ton agrees that this is the vear for the 
Democrats to call for a showdown in 
their seven-vear running battle with 
[’isenhower over economic policy. 

With control of the White House 
and Congress at stake in November, 
the Democrats desperately need eco- 
nomic issues that can offset the pros- 
perity theme of the Republicans. And, 
by all the political guidebooks, the time 
to start was this week at hearings held 
by the Joint Economic Committee of 
Congress. 
¢ No Sharp Split—The charter of the 
committee calls for it to review the 
President’s economic message to Con- 
gress, particularly to see if the goals of 
the Employment Act of 1946 are being 
attained. In the past, the hearings have 
often served as a forum in which Re- 
publicans and Democrats sharpened 
their differences, choosing up sides on 
kev issues. 

At midweek, however, the expected 
collision was not developing. Instead 


30 


of setting the stage for a fundamental 
election-vear split on economic policy, 
the hearings were generating a signif- 
icant amount of agreement, not onl 
about the business outlook but also 
about government policy for 1960. 
Here are the two most important areas 
of agreement: 

Business should show a solid rise this 
year, to $510-billion of gross national 
product—as estimated by the Adminis- 
tration—or perhaps higher. 

A panel of economists from govern 
ment and private life concurred in this 
view, and Democrats on the committec 
showed no signs of dissenting, despite 
their past policv of accusing the Ad- 
ministration of being overly optimistic. 

The $4.2-billion surplus foreseen by 
Eisenhower for the next fiscal year 
should definitely be assigned to debt 
reduction, as he urged. 

In prosperous times, even larger sui 
pluses would be desirable, committec 
chairman Paul Douglas (D-IIl.) ob 
served during an exchange with William 
McC. Martin, chairman of the Fed 
eral Reserve Board. He apparenth 
slammed the door against higher spend- 
ing, which some Democrats have been 
urging. 


¢ Committee Line—Differences, and 


not agreements, will, of course, be em- 
phasized when the committee majority 
draws up its recommendations for Con- 
gress later this month. But it’s fairly 
plain that what Douglas and the other 
Democrats have chiefly in mind _ for 
their report is merely another assault 
on tight money—a theme thev have 
been hammering almost from the day 
Iisenhower entered the White House. 

Martin was subjected to a bitter and, 
it times, angry attack when he testified 
in defense of the Federal Reserve's 
credit policies. It was the only time 
during the carly davs of the hearings 
when the Democrats showed more than 
) casual interest in questioning wit- 
nesses. 

Out of 10 Democratic members, only 
three regularly attended the sessions— 
Douglas, Rep. Wright Patman (D-Tex.), 
ind Rep. Henry Reuss (D-Wis.). All 
three are consistent critics of Martin 
and the Federal Reserve. Republican 
ittendance was also light. Out of six 
members, only Rep. Thomas B. Curtis 
(R-Mo.) and Rep. Clarence EF. Kilburn 
(R-N. Y.) attended with any regularity. 

Treasury Secv. Robert B. Anderson, 
the chief economic spokesman for the 
\dministration and prime target for the 
Democrats, did not appear as originally 
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MARTIN GAINSBRUGH of NICB pre- 
dicted GNP of $510-billion to $520-billion. 


scheduled, and this mav have lessened 
committee interest. Anderson will tes 
tify later. 


|. Economists’ Views 


\s in previous vears, the committec 
opened the hearings by calling in a 
panel of economists to discuss the busi- 
ness outlook. ‘The Democrats’ embar- 
rassment was immediately apparent: 
If anvthing, the panelists thought the 
Administration might be on the low 
side. In reply to a direct question by 
Douglas, Martin 
National Industrial Conference Board 
said he thought GNP would likelv be 
$510-billion to $520-billion. 

George Cline Smith of the I’. W. 
Dodge Corp. agreed with the $510- 
billion estimate, and Peter Henle of 
the AFL-CIO also said he expected out- 
put to be near that figure. 

Louis J. Paradiso of the Commerce 
Dept.’s Office of Business Economics 
also put in a vote for $510-billion. 
When pressed by Douglas to estimate 
how much of the projected $31-billion 
increase over 1958 would be duc. to 
price increases, Paradiso gave 1% as his 
personal guess. Other panclists agreed. 

This would leave real growth, as 
measured by GNP, at around 5.5% 
this vear, on top of a 6.7% gain last 
vear. Not even the Democrats on the 
economic committee recommend an 
average growth rate higher than 4.5%, 
so they found nothing here with which 
to belabor the Administration. 

* Segments of Economy—Onlvy hous- 
ing—which Smith expects to drop about 


8% below last vear—and agriculture 


emerged from the opening dav’s discus 
sion as weak points in 1960. 

Smith, who took a look at both con- 
struction and consumer spending at the 
request of the committee, estimated 
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Gainsbrugh of the 





LOUIS PARADISO of Commerce Dept. 


said 1% of the gain would be price rises. 


consumers would spend around $330 
billion for the vear as a whole. This 
implies a rise from a fourth-quarter 1959 
rate of $317-billion to a fourth-quarter 
rate this vear of $340-billion. Allowing 
for a population growth of 3-million 
and a 2° which Smith said 
was probably too high—this would still 
represent a 3° gain in real living stand 
ards for the vear. QVhat’s well above the 
average gain for the past decade. 

Gainsbrugh rated the rise in plant 
and equipment spending by industry as 
the most favorable element in the out 
look. One previous postwar boom in 
capital goods spending lasted 15 quar 
ters, and another lasted 10 quarters, he 
told the committee. In the present ¢\ 
cle, spending has risen for only four 
quarters so far, which leads Gainsbrugh 
to believe the push will continue into 
196] 
¢ Credit Restriction—Rep. Curtis (R.- 
Mo.), with an eve on Democratic critics 
of tight money, asked Gainsbrugh if 
lack of credit could slow down business 
spending plans. No, Gainsbrugh _ re- 
plied—nine out of 10 companies. sur- 
veved by the Conference Board expect 
to finance capital spending wholly from 
profits, depreciation allowances, and 
other internal sources. 

Curtis asked his question against the 
background of a long analvsis of recent 
monetary history presented by Rov L. 
Reierson, vice-president and chief econ 
omist of the Bankers Trust Co. of New 
York. With the aid of colored slides, 
Reierson showed the committee that, 
despite the restrictive policy of the Fed- 
eral Reserve, loans and investments of 
commercial banks have increased as 
fast as GNP has grown, and_ faster 
than GNP when adjusted for price rises. 
Vhis, Reicrson added, is proof that 
“credit policv has not retarded the 
growth of the economy.” 


Price T1S¢ 





ROY REIERSON of Bankers Trust testi- 


fied credit policy hasn’t stunted growth. 


¢ Unemployment—Henle raised what 
was perhaps the most nearly disturb 
ing note from the panelists. He pre 
dicted that, while unemplovment would 
drop during the vear, he could not see 
it dipping below a range of 4.7% to 
5.2% of the labor force—which would 
be higher than in anv other postwar 
boom. ‘Traditionally, Democrats miglit 
be expected to react strongly to this linc 
of testimony, but thev barely questioned 


Henle. 


ll. Democrats vs. Martin 


The assault on Martin is nothing 
new from the Democrats involved— 
Douglas, Patman, and Reuss. All have 
tangled with him repeatedly in the past, 
and on the same issues that they 
brought up this week. 

Douglas, for example, believes that 
when conditions call for credit case, ex- 
pansion of commercial bank reserves 
should be achieved through open mar- 
ket operations and not through a low- 
ering of reserve ratios, which Martin 
favors. Douglas also opposes Martin's 
policv of limiting open market opera- 
tions to short-term bills. 
¢ New York Bank—In a long exchange 
on this subject, Martin refused to say 
what officials of the New York Federal 
Reserve District Bank think about the 
bills-only policy. 

“I’m shocked,” Douglas broke in. 
“For the first time, I am_ really 
shocked.” In effect, he warned Martin 
not to trv to change the stenographic 
record of the session, apparently be- 
cause he felt Martin had made a dam- 
aging admission. Over the years, some 
officials of the New York district bank 
have been critical of the bills—onlv 
policy, but Martin said that, broadly 
speaking, they “agree we’ve been oper- - 
ating the right wav.” 
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Tranquilizer Makers Put On Spot 


@ The postwar wonder drugs have brought boom to 


the ethical drug companies—but now there are a few head- 


aches. 


@ Amid Sen. Kefauver’s probe into the industry's 


profits and prices, the Justice Dept. filed antitrust charges 


against two producers of the widely used tranquilizers. 


@ No specific legislation has so far been recom- 


mended, but there’s talk of more controls on drug advertising 


and promotion. 


The U.S. drug industry, suffering an 
attack of Kefauveritis and experienc- 
ing adverse side reactions, was in need 
of a tranquilizer itself this week. It 
was beginning to pay the price of suc- 
cess—having to live increasingly un- 
der the watchful eye of Washington. 

The point was driven in dramatically 
when the Justice Dept. slapped the 
makers of Miltown and Equanil with 
an antitrust complaint on the very 
day they were defending themselves be- 
fore the Senate antitrust subcommit- 
tee. 
¢ Ignored at First—Until recently, the 
government left the ethical drug in- 
dustry pretty much alone. It blossomed 
in the postwar years from a stable, small- 
scale branch of the chemical industry 
into a $2-billion-a-vear business. ‘The 
emergence of wonder drugs—antibiotics, 
tranquilizers, drugs for arthritis and dia- 
betes—put a premium on discovery and 
flexibility. The government did not 
seem inclined to interfere. 

But the Salk vaccine victory over 
polio in the early days of the Eisen- 
hower Administration was followed in 
1958 by the first government interven- 
tion—an antitrust case charging identical 
bids on government contracts for the 
vaccine. The government lost this case 
when a federal judge ruled that the 
government’s own rules on bids pro- 
duced the price quotations. 

Then the Federal Trade Commis- 
sion moved against the drug makers, 
in a case just now being wound up by 
in F'T'C examiner in New York. The 
charge: that five companies agreed to 
let Chas. Pfizer & Co., Inc., get an 
intibiotic patent in return for exclusive 
licenses and that fraudulent documents 
were used to get the patent. 
¢ Kefauver Accuses—But it has been 
Sen. Kefauver’s anti-monopoly subcom- 
mittee that has put the whole industry 
under attack. In his hearings on the 
steroids and tranquilizers, Kefauver hit 
hard at these charges: 

¢ That profits in drugs are higher 
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than in any other industry, even after 
discounting the high cost of research 
and promotion. 

¢ That the consumer has little 
choice in what—or whether—he buys. 

e That prices on a_ successful 
patented product can be set almost at 
will in many cases. 

¢ ‘That public interest makes drugs 
as necessary as a public utility. But 
high costs hit people who are apt to 
be least able to pay—the aged and the ill. 
¢ Justice Joins In—Kefauver’s position 
got a terrific ande unexpected boost 
when the Justice Dept. jumped in again 
last week. Drawing on evidence de- 
veloped by a New York grand jury, the 
department charged Carter Products, 
Inc., (Miltown) and American Home 
Products Corp. (Equanil) with price 
fixing, using a patent to restrict com- 
petition, and agreeing to decide between 
themselves who else can use the basic 
ingredient im meprobamate — tranquil- 
izers as a component in other drugs. 

The timing of the civil suit—in the 
midst of hearings—was perplexing. Ap- 
parently Justice had tried to spring it 
before the hearings started. Antitrust 
officials had asked the committee for a 
look at subpoenaed documents two 
weeks before but had been turned 
down. Unable to beat the committee 
to the punch, they filed suit while the 
company presidents were on the stand. 
¢ What Must Be Proved—lhe anti- 
trusters asked that Carter dedicate its 
patent rights to general use, or at least 
license all qualified applicants upon pav- 
ment of reasonable rovalties. Experts in 
antitrust law pointed out, however, 
that Justice by no means has an air- 
tight case. It has to prove that in the 
agreement by which Carter licenses 
American Home Products to make the 
tranquilizer there are restrictions above 
and beyond patent rights—such as on 
prices. 
American Home Products officials, 

who stand to lose a major position in 
the $280-million tranquilizer market if 


the Justice Department wins its case, 
have not, as yet, chosen to comment on 
the latest government antitrust action. 
Carter Products spokesmen, however, 
flatly deny the government complaint. 

Legal counsel is already working on 
Carter’s official reply, which is due 
February 16, one ‘top official states and 
expects to meet the deadline. 

Ironically, if Carter kept its legal 
patent monopoly for itself, the anti- 
trusters would have no case at all. Anti- 
trust trouble can arise only when an 
agreement is entered into with another 
company. Carter licensed American 
Home Products apparently because Car- 
ter lacked the sales force to promote 
the tranquilizer properly. 

Kefauver made public evidence that 
the two concerns have “invariably” sub- 
mitted identical bids on meprobamate 
“down to a thousandth of a cent” in 
sales to government hospitals, although 
American Home Products’ costs are 
higher because of royalties it pavs Car- 
ter. 
¢ Into Summer—Kefauver will keep the 
pressure on well into the spring and 
summer. Starting Feb. 23, he will ques- 
tion gencral representatives of the indus- 
try. Then the investigators will get 
back to specific products—first antibi- 
otics, then anti-diabetic drugs, perhaps 
vaccines and vitamins. 

The length of the Senate hearings 
means that no legislation is likely to be 
recommended until next vear. Nor 
is there anv agreement among com- 
mittee members vet on what kind of 
legislation might alleviate the problem. 

One idea would be to give the doctor 
confidence that he could prescribe a 
generic chemical name instead of a 
brand name, since small manufacturers 
often sell comparable products for less 
than big ones, as the steroid hearings 
demonstrated. 
¢ Ads Under Scrutiny—Several senators 
have shown special interest in drug busi- 
ness advertising and promotion. There 
is more thought of requiring advance 
government clearance for the 
tific claims made for new drugs. 

I'l'C is under pressure to take a look 
at ethical drug advertising—which the 
agency has virtually ignored in the past, 
on the ground that doctors and drug- 
gists are experts and would not be taken 
in by false advertising. But two top 
medical researchers testified in the hear- 
ings that tranquilizer advertising aimed 
at physicians is often misleading. 

Kefauver sees a need for clarifving a 
shadow area of responsibility between 
ITC, charged with prosecuting decep- 
tive ads, and FDA, which has the tech- 
nical knowledge of what drugs can and 
can’t do. 


scien- 


BUSINESS WEEK e Feb. 6, 1960 





‘aSe, 
- on 
ion. 
vcr, 
int, 

on 
due 


and 


egal 
nti- 
nti- 

an 
her 
can 
Jat- 
ote 


hat 
sub- 
late 
in 
ugh 

are 
Jar- 


the 
and 
1eS- 
lus- 
get 
ibi- 
aps 


ngs 
be 
Nor 
ym- 
of 
om. 
‘tor 
B a 
f a 
res 
less 
ngs 


‘Ors 
USI- 
ere 
nce 
cn- 


0k 
the 
ast, 
ug- 
cen 
top 
~ar- 
ied 
ga 
°en 
ep- 
ch- 
ind 


60 











CONFERENCE ROOM | 











showing 
management 
how to get 
better protection— 
lower cost 


to your satisfaction . . . help boost employee morale... 
maintain favorable community relations. 

How has this broader, more experienced service bene- 
fited Ayq policyholders? Typical case: American Mutual's 
specially trained men helped reduce insurance premiums 
for Franconia Paper Corp. of Lincoln, New Hampshire, 


The Ayg man does much more than just sell you insurance. 
He makes Ajy’s extensive resources available to your man- 
agement... all aimed to give you better protection. . . 
reduce insurance costs. 

Highly trained safety engineers and their staff specialists 
Study your safety problems and recommend practical ways 


to help you prevent accidents . . . keep production up... by more than $77,200 in eight years. Add to that $26,832 

bring insurance costs down. Of course, no one—neither you realized in dividends and you begin to get an idea how 

nor we—can prevent every accident, but your Ayy man American Mutual can improve your profit picture! Why 

can help you better your safety record. not look into it? Write American Mutual, Department BW-2, 
Claims experts handle claim problems quickly and fairly Wakefield, Massachusetts. 


Our business is protecting your business... better! 


merican —~ 


utual A 


LIABILITY INSURANCE COMPANY 





“The First American Liability Insurance Company” .. . a leading writer of Workmen's Compensation, all forms of Liability, Crime, Automobile, Group Accident and Health Insurance. 








In Business 


Compact Cars Join Horsepower Race, 


Offer Bigger Engines as Options 


Detroit has started a new lap of the horsepower race, 
this time with the new compact cats. ‘These were the 
announcements, timed to precede the start of the Day- 
tona Beach races last week: 

Chevrolet’s Corvair is offering options that raise horse- 
power to 95 from 80, plus racing-type brakes and suspen- 
sion and a four-speed transmission. 

Chrysler’s Valiant can be “specially ordered” with a 
148-hp. engine instead of the standard 101 hp. 

Rambler American offers a “custom” series equipped 
with the 125-hp. engine of the larger Ramblers. For the 
\merican, 90 hp. is standard. 

Ford’s Falcon, now 90 hp., may offer “100 hp. or more,” 
according to James O. Wright, general manager of Ford 
Div. 

In 1957, the Automobile Manufacturers Assn. clamped 
cown on promotion of horsepower claims and on open 
assistance to racing teams. Some observers feel the an- 
nounced options may bring charges of ignoring this edict. 


Law to Control Toxic Colors 


Expected Before Deadline of Ban 


\ new postponement of the Food & Drug Adminis- 
tration ban on toxic colors in lipstick and in products 
for internal consumption has made it very likely that 
Congress will have time to pass a bill permitting con- 
trolled use of the colors. 

The Washington consensus was that the bill would get 
through, now that the industry lobbyists accepted the 
inevitability of a “no cancer” clause in any possible bill. 
Last weck, the House concluded hearings on a bill passed 
by the Senate. 

lhe food industry was also worried by a proposed ban 
on polyethylene wrap. Makers of the packaging mate- 
tial believe they have licked the problem of toxic sub- 
stances getting into meat, and FDA approval is expected 
before the Mar. 6 deadline on additives. 


Export Grain Rates to Great Lakes 
Cut by Two Western Railroads 


For the first time since the completion of the St. 
Lawrence Seaway last year, Western railroads have cut 
export rates to Great Lakes ports. ‘The Chicago & North 
Western Ry. and the Chicago, Milwaukee, St. Paul & 
Pacific last week knocked 17% off their export rates on 
grain. ‘This undoubtedly signals a rate war, probably 
extending to other commodities. 

Under existing rates, it has occasionally been cheaper 
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to use Atlantic or Gulf ports rather than Great Lakes 
ports, despite the greater distances. Compctition has 
been most intense for grain. When the Seaway put a 
dent in grain exports from Atlantic ports, the Eastern 
railroads cut their rates in mid-season and won back some 
of the trafic. Now that the Western roads have acted, 
the lines serving Gulf ports will probably tag along. 


Rojtman Steps Down at J. |. Case; 


He and Company Call It His Own Idea 


J. I. Case Co.’s recent posture of aggressive expansion- 
ism eased off a bit this week with the announcement that 
Mare B. Rojtman had stepped out as president and chief 
executive officer. His successor is William J. Grede, 
chairman of the Case executive committee for the past 
three years, who founded and is chairman of Grede 
Foundries, Inc. 

Case announced that Rojtman had assumed “the im- 
portant new position” of special adviser to the president 
and executive committee. Outsiders in the industry 
leaped to the conclusion that Rojtman was considering 
projects that looked too ambitious and costly to the 118- 
year-old company’s executive committee. 

However, Grede and Rojtman both insist the change 
was at Rojtman’s own request. According to Grede, it 
was to “free Mr. Rojtman from detail and routine admin- 
istration. Rojtman is Case’s largest single stockholder, 
with holdings estimated at $5-million. 


Eden Roc to Move Out of Shadow 


When Miami Beach’s Fontainebleau Hotel built a 
l4-story addition last summer, it got more than 400 
rooms; and its tower very neatly put the pool and cabana 
area of the adjacent Eden Roc in the afternoon shade. 

After resorting to legal maneuvers and top stars to 
preserve his business (BW —Jan.9'60,p33), the den Roc’s 
Harry Mufson this week planned to buv his wav out of 
the shadow for $8-million. 

Back to back with the Fontainebleau’s tower, \lufson 
plans an addition with 200 apartments. Then, bevond 
the Fontainebleau’s longest shadow, he will build a 
new swimming pool and cabanas on land to be filled in. 
Construction is to start in April. 


Stretching Out the “Hot Metal’ Run 


Aluminum Co. of America has signed its first “hot 
metal” contract with the automobile industry. Alcoa’s 
Warrick smelter, near Evansville, Ind., will turn the 
molten metal over to General Motors which will truck 
it by special rigs and pots over the 110 winding, hilly 
miles to GM’s casting plant at Bedford, Ind. 

The length of the carry indicates a breakthrough in 
transportation of molten metal. Reynolds \{ctals, 
which has delivered molten aluminum to auto plants for 
eight vears, has staved within a 10-mile range. 
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Anyone for Russian Roulette? 


It a \ 
400 
yana 


Hit-or-miss modernization planning is as dangerous as 


s to Russian Roulette. Here’s why. 


OC The biggest technological revolution in history is already under 
it of way. And current predictions indicate that in 1960, 

two-thirds of all capital spending will be for modernization! 

son 
ond 
da 
| in. 


It would cost over $10 billion just to replace today’s 
obsolete metalworking equipment — and the total U. S. 
industrial modernization requirement adds up to $95 billion! 


Meanwhile, the Communist powers are making a strong 

; and disciplined bid to out-produce us — to plow us under in 
the hot war of industrial competition. 

Let us help you construct an effective, down-to-earth 
replacement program. 


No other machine tool builder in the world can equal 
safe Jones & Lamson’s 124 years of industry-wide experience 
Oc . ‘ > P n ope . 
anew machine tool in reducing costs and increasing profitability with the most advanced 


the . seed : . ‘ 
ail is already paying for it metal turning, grinding and inspection equipment. 


iilly 


1 in | 
tals, 7 , 
a al) JONES & LAMSON Machine Company, Springfield, Vt. 


Turret Lathes ¢ Automatic Lathes * Tape Controlled Machines * Thread & Form Grinders ¢ Optical Comparators * Thread Tools 


‘hot the man who needs 
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IN OFFICES, efficiency, morale, profits, go up with the addition IN STORES, shops and restaurants, modern electrical equip- 
of modern lighting and electrical equipment. ment, displays and lighting improve service, attract customers 





d bie | aie . ‘ co = -% ee 2 
IN PLANTS, production goes up, costs and rejects go down— IN SCHOOLS, modern lighting and electrical equipment make 
through better use of electricity. learning speedier, teaching easier. 


and you move ahead with America | 


ELECTRICITY SPARKS THE ’60s 
Cilla dich eeedn. ie Nationat Evectricat Contractors Association 


you how you can step up profits, produc- — 
tion, efficiency, learning —through better ot 


use of electricity. Ask him for free “success NATIONAL ars Bureau *. 


= me] af , . . — ” 
ae brochure, The Big Difference, or 155 East 44 Street, New York 17, New York 
write us. 
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Democrats bid to fan anti-Republican sentiment in the Farm Belt. Their 
big hope for recapturing the White House this year depends on getting favor- 
able response in the rural Midwest to Democratic promises of drastic new 
measures to bolster the sagging agricultural economy. 


Fresh political reports from the Midwest encourage the Democrats. 


Five GOP Senate seats in the Farm Belt are in jeopardy. This estimate 
comes from top Republican Party strategists. They now concede that Sens. 
Andrew Schoeppel of Kansas, Carl Curtis of Nebraska, Karl Mundt of South 
Dakota, and Gordon Allott of Colorado face tough reelection fights. Addi- 
tionally, the GOP is nervous about its prospects for retaining the Iowa Senate 
position to be given up at the end of this year by Thomas Martin. The situa- 
tion also dampens Republican hopes for making substantial House gains. 


Now note the first big Democratic move in Congress to cash in on Farm 
Belt unrest. The hope is to recreate a situation similar to that of 1948 when 
the Corn Belt states rebelled against the GOP and defeated Thomas E. 
Dewey in his bid for the Presidency: 


A “Brannan Plan” calling for a $150-million hog price subsidy is being 
readied for a vote in the House. The vote will come in the near future, with 
the blessing of Speaker Sam Rayburn. 


This is an exercise in political maneuvering—nothing more. There is 
little chance of Congressional passage. In any event, an Eisenhower veto 
would kill the bill short of its becoming law. 


Many Democrats acknowledge this fact. But more important from their 
viewpoint is the opportunity to argue in the Midwest that they at least tried 
to do something direct and dramatic for the farmer’s pocketbook. 


There is political risk in this approach, a fact that some Democrats— 
especially those from urban areas—are quick to point out. 


City consumer resistance to costly farm support programs has been 
building up steadily in recent years. City congressmen of both parties are 
allergic to farm legislative proposals that will cost the taxpayers more, and 
Republicans will attack the hog subsidy seheme on these grounds. The 
Democratic gamble is that this argument will not catch on. If it does, it 
could cost the party more support in the cities than it gains for Democrats 
in rural areas. The Democratic Congressional leadership is convinced that 
the risk is worth taking. 


The farm maneuvering underscores an important Congressional trend. 


Democratic reluctance to meet Eisenhower head-on is fading. A year ago, 
the Lyndon Johnson-Sam Rayburn leadership was using its influence to 
water down legislation that was objectionable to the President. The strategy 
was accommodation, compromise—an attempt to avert as many vetoes as 
possible. In the atmosphere of 1959, for example, it seems doubtful that 
oe would have lent his personal blessing to a hog subsidy bill so clearly 

oomed. 


There are other examples. 
Democrats will invite more vetoes, hoping thus to sharpen up the 


differences between the two parties in approaching some of the larger public 
issues. The Congressional majority probably will draw its first veto soon, on 
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a spending bill that would raise to $90-million (from $50-million) the annual 
federal outlay for abatement of stream pollution. 


A major breakthrough on civil rights legislation now seems possible 
in this session of Congress. The major obstacle—refusal of the House Rules 
Committee to clear a bill for debate—likely will disappear during the next 
couple of weeks. 


Emphasis will be on guaranty of Negro voting rights in the South. The 
Administration’s new proposal, drafted by Atty. Gen. William P. Rogers and 
endorsed by Vice-Pres. Nixon, has quickly gained widespread favor in both 
parties. It proposes to use federal courts to guarantee Negro registration and 
voting rights, not only in elections for federal offices but for state and local 
elective jobs as well. 


The Senate will be the crucial battleground. Whatever bill the House 
passes probably will be mild, generally ineffective. The drive for a “tough” 
measure will come in the Senate. 


Senate Leader Johnson is the pivotal figure. Most of the feeling that 
this is the year for a major gain stems from a determination by both parties 
that such legislation is a 1960 “must.” It also comes from Johnson’s per- 
sonal determination, as an unannounced but active Presidential candidate, 
to rid himself of a “Southern” label. 


This week, Johnson got over his first 1960 political hurdle. The filing 
period for his Senate seat passed, and he drew no Democratic opponent back 
home in Texas. Thus relieved of the possibility of having to combat a racist 
opponent, Johnson now is in a good position to strike hard to shake off the 
regional political tag. He knows the best way to do this is to step out front 
in legislating a potent rights law. 


— o—. 


Eisenhower’s endorsement of Nixon for the Presidency causes new 
elation in the Vice-President’s camp. The President, in his news conference 
at midweek, finally, stated what most observers have long since assumed to 
be a fact—tlrat is, Nixon is his choice for the top spot on the GOP’s 1960 
ticket. 


The timing of Eisenhower’s remarks is noteworthy. The President spoke 
out within the week after a Nixon speech—as part of the Republican cam- 
paign kickoff dinners in 83 cities from coast to coast—that has been inter- 
preted in some quarters as mildly critical of the Administration. 


The Vice-President vowed, of course, to run on the Eisenhower record. 
But there was some delicately phrased language suggesting that Nixon, if he 
becomes President, will be more aggressive in certain areas—national 
defense, civil rights, aid to education, agricultural reform, social security. 
The Nixon people insisted all along that no criticism was intended. But 
they were relieved to get evidence out in public that Eisenhower agrees with 
them. 


The GOP campaign start was financially auspicious. The 83 dinners, 
linked together by closed-circuit television, raised about $5-million for the 
party. It was the biggest political thing of its kind ever. About $2.5-million 
of the profit will come to the GOP National Committee in Washington for 
use in the Presidential, Senatorial, and House campaigns. 

Contents copyrighted under the general copyright on the Feb. 6, 1960, issue—Business Week, 330 W. 42nd St., New York, N. ¥. 
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Delivers the Goods in Any Direction... 


TRAMER TRAIN JP 


the trains that team with trucks 










Picks up anywhere... delivers anywhere... and, in 
between, spans the long haul on rails. That’s 
piggyback! ... for new efficiency in shipping by 


the teamwork of truck and train. 


Delays are cut to a minimum... for trailer ee 
ta} : TRAILER TRAIN 
trains roll in all kinds of weather, at fast pas- PIGGYBACK SERVICE 
senger train speeds. Delivery was never more Atlantic Coast Line 
timely or thrifty —for transported trucks Baltimore & Ohio 
go right to the door. Boston & Maine pie sar 
Burlington Missouri Pacific 
e > . e Yhie lar wetor tab 2 
Next time you’re planning shipments, plan ( hicago and Northwestern Nickel Plate 
iia : he fast. thrifty w ‘hj Cotton Belt Norfolk & Western 
piggyback —t re ast, thrifty way to ship Frisco Pennsylvania 
almost anything. For further informa- Gulf, Mobile and Ohio Seaboard Air Line 
tion contact a representative of any Psy 9 Piero tga 
. . cansas City Southern nion Pacific 
of the members. aie sate Pte . i 
Louisville & Nashville United States Freight 
Milwaukee Wabash 
Missouri-Kansas-Texas Western Pacific 
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Columbium makes the difference 


in this new fine-grained carbon steel 


The new GLX-W steel offers a unique combination of characteristics—the formability 
and weldability of mild carbon steel plus greater tensile strength and notch toughness, 


The addition of small amounts of columbium gives 
GLX-W the finer grain structure that makes this possible. 


Where design permits, the use of GLX-W can result in weight savings up to 35%, compared 
with mild carbon steel. With yield strengths ranging from 45,000 to 60,000 psi, GLX-W 


steels are recommended for a broad range of applications. For technical information, 
write to our Product Development Division, Department RW. 


GREAT LAKES STEEL 


Detroit 29, Michigan 


r 


Great Lakes Steel is a Division of NATIONAL STEEL CORPORATION 
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BUSHELS OF CHECKS face one of the 2,000 Chase Manhattan MECHANI , SORTING will ease the paper problem. Right, 
clerks who process the bank’s 1.5-million checks per day. Last a check is whisked past a magnetic reading head on an IBM sorter. 
year, U.S. banks processed 13-billion checks, worth $4-trillion. Code number in magnetic ink makes mechanization possible. 
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Machines T 


Trials have worked out well, 
and bankers—conservative as 
they may be—are ready to order 
machinery to process the rising 
volume of checks. 


The ordinary bank check must be 
counted among the extreme examples 
of the flood of paper in which a modern 
industrial society is always threatening 
to drown. ‘Thirteen-billion times a year 
someone signs a check. Every vear the 
number of checks drawn increases by a 
billion or two. And each of these 
checks must, by conventional methods, 
be handled 10 to 20 times before it 
gets back into the canceled-check files 
of the man or company that drew it. 

Every one of those checks is, for most 
purposes, money, and bankers must 
treat them with the same care as mone\ 
itself. Besides, bankers are conservative 
by temperament, and more fascinated 
by the workings of the economic system 
than of an intricate piece of machinery. 
So it’s understandable that the nation’s 
banks have been slow to turn to 
machinery to handle checks. 

It is now getting clear that 1960 is 
going to be the vear when that reluct- 
ance is abandoned. 
¢ The Turning Point—Ihe — break 
came last vear, when check-handling 
machines (pictures) were actually scen 
to work and Bank of America began to 
get the bugs out of its difficult pionecr- 
ing automation experiment, ERMA 
(BW —Oct.1'55,p1 41). 

A vear ago, the number of check- 
processing svstems on order was neg 
ligible. Now, between 100 and 150 
banks have ordered such systems at 


ackle Bank Paperwork 


prices ranging from $217,400 to nearly 
$2-million cach, or corresponding 
monthly rentals from $3,975 to nearly 
$40,000. The bill is even more awe- 
some for large banks. Last week, Radio 
Corp. of America announced sale of 
two RCA computer svstems, with Bur- 
roughs Corp. check sorters, to Chase 
Manhattan Bank. ‘The tab: $2.1-mil- 
lion rent per vear. 
¢ Dull Work—Checks are processed by 
hordes of girls. ‘They “prove” batches 
of checks—make sure each batch con- 
tains the checks that are listed—and 
separate a bank’s own “‘on-us’’ checks 
from “‘transit’’ checks that go to other 
banks for collection. Thev sort ‘‘on-us” 
checks by individual account and _ post 
the amounts in the bank’s books on 
mechanical or clectronic accounting ma- 
chines. Chase Manhattan alone employs 
2,000 people to do this work on an 
average of 1.5-million checks a dav. 
his labor is made even more expen- 
sive bv a high turnover rate. ‘The work 
is dull, and the girls have a natural urge 
to leave for marriage and motherhood. 
Praining new people is a further ex- 
pense, and recruiting meets resistance. 
¢ Need Automation—Automatic check- 
sorting and bookkeeping can cut the 
cost of this processing. Even if auto 
mation merely slowed the rise in cost, 
manv bankers feel it would be worth- 
while just to keep up with the fantastic 
growth in check volume. 

That’s why automation, to most 
bankers, means automatic check proc: 
essing more than anything else. Elec- 
tronic bookkeeping machines have been 
around for several vears, and at least 20 
banks already have computers to handle 
functions, such as pavroll and stock 
transfers, that are analogous to com- 
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puter work in general business. Auto- 
mating the biggest bottleneck—check 
handling—is what excites bank men. 

¢ High-Level Market—Eight computer 
makers and two manufacturers of check- 
sorting machines are competing for this 
market. Despite its monev value and 
importance, the market is not really 
large. A highly optimistic guess is that 
perhaps 800 of the 14,000 U.S. banks 
can afford automation. Most manufac- 
turers are concentrating their sales effort 
on the 200 or 300 largest; RCA is stick- 
ing to the top 75. 

Smaller banks will have to cooperate 
on joint computer installations or be 
serviced by their big correspondent 
banks if thev want to reap the benefits 
of automation. First National Bank of 
Denver recently was the first to an- 
nounce definite plans to process its 
small correspondent banks’ checks on 
its equipment. 


|. Check Equipment 


lo do away with human sorting and 

bookkeeping, vou need three things: 
(1) a wav for machines to read checks, 
(2) a machine to read and sort them, 
(3) a computer svstem to take informa- 
tion from the sorter and process it. 
e Magnetic Ink—All present svstems 
but one (Intelex Svstems, Inc.) use 
Magnetic Ink Character Recognition 
(MICR) to mect the first requirement. 
MICR puts specially designed Arabic 
numerals identifving bank, account, and 
amount on each check in iron oxide ink. 
Kach numeral puts out a different elec- 
tric signal when placed in an electro- 
magnetic field. 

Agreement on MICR was achieved by 
an American Bankers Assn. committce 
that worked nearly five vears to devise 
a standard svstem. It evaluated other 
svstems: putting a check in a plastic 
envelope carrving a strip of magnetic 
tape to hold information (the Intelex 
wav); attaching paper tape to each 
check and coding information in 
punched holes; printing information on 
the check in the form of fluorescent 
bars or dots, magnetic bars, or con- 
ventional numerals. 

The committee found MICR the 
best combination of accuracy, reason- 
able tolerance (it’s still extremely close), 
ease of printing, cost, resistance to mu- 
tilation, and acceptance by customers. 
It worked with committees of equip- 
ment makers and printers to draw 
specifications for the precise location 
and arrangement of MICR numbers on 
the bottom of the check, and for a type 
font whose characters could be read 
with least error by eve and machine. 
¢ Coding by Hand—Checks must be 
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Ten plants 


...now serving 19 states 


Productive capacity 


te 


increased to 25,500,000 barrels annually 


General Portland in 1959 acquired, by merger, Consolidated Cement 
Corporation with manufacturing plants in Kansas, Michigan and Ohio 
having an annual productive capacity of 6,000,000 barrels. Through 

this acquisition, the products of General Portland are now 
marketed in the important industrial and agricultural midwest. 


Our plants in Florida, Tennessee and Texas have for many years 


served the growing areas of the southeast, south and southwest. So, as 


the new decade begins, General Portland cements are meeting 


construction needs in 19 states. 





General Portland Cement Company 


Offices: 
Chicago, Illinois « Chattanooga, Tennessee 
Dallas, Texas « Fort Worth, Texas 
Houston, Texas « Fredonia, Kansas 
Jackson, Michigan « Tampa, Florida 


Miami, Florida « Los Angeles, California 
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This highly specialized portland 
cement affords the whitest white 
in concrete in a variety of 
construction uses. The distinctive 
beauty of this popular cement 
product is in demand for curtain 
wall panels, decorative trims and 
facings, terrazzo, cement paints 
and on any surface where pure, 
lasting white is required. 





prepared before they can go into a 
sorter. In MICR, the customer reccives 
his checks already pre-printed with 
MICR bank and account numbers—a 
problem in itself for printers unused to 
working with tolerances to thousandths 
of an inch or to depositing the specific 
amount of iron oxide in each digit. ‘The 
customer writes a check in the ordinary 
manner. When it’s cashed, a bank em- 
plovee reads the amount and encodes it 
on the check in magnetic ink. ‘This 
is the only time a check is handled as 
in conventional processing. 

Checks in a transit operation are 
simply sorted for the bank on which 
they're drawn and shipped out. “On 
us” checks are sorted by account num- 
ber for eventual return to the customer 

after the sorter feeds the account num- 

ber and amount of each check to a com- 
puter svstem that remembers the in- 
formation, posts it to the customer’s 
account on magnetic tape, and eventu- 
ally prints bank records and customer 
statements. Some MICR svstems can 
handle and post as many as 93,000 
checks an hour—compared with 245 an 
hour conventionally. 
e Sorting Machine—All \ITCR sorters 
transport the checks mechanically past 
magnetic reading heads that pick up 
the magnetic signals. ‘The clectronic 
components pass the information in the 
signals to a computer if required and 
tell the machine into which of a num- 
ber of pockets the check goes. 

[he various makes of sorters differ 

in speed (from 750 checks a minute to 
1,560), number of pockets, design de- 
tails, and electronic. circuitry Bur- 
roughs, International Business Machines 
Corp., General Electric Co., and Na- 
tional Cash Register Co.—the four com- 
puter makers who also make sorters— 
got into the business early as part of 
their over-all bank program. — |crrantr- 
Packard, Ltd., and National Data Proc- 
essing Corp. started later in a_ test 
program for the Vederal Reserve Sys- 
tem, which is also testing sorters bv the 
other manufacturers. Pitnev-Bowes, 
Inc., furnishes mechanical sorter ele- 
ments to NCR, GE, and Ferranti. 
e Many Systems—Most \IICR com- 
puter svstems have been adapted bv 
their manufacturers from their gencral 
business computers. ‘The main things 
this requires are a control unit to con- 
vert the sorter’s clectronic signal to 
the kind used in a computer, and facili- 
ties for searching the tape files to 
answer customer inquiries. 

Exceptions are Burroughs and GE. 
Burroughs designed its Visible Record 
Computer just for banks—for economy) 
(it’s the cheapest bank machine) and 
for banks that don’t want to give up 
their traditional — hard-copy records. 
(Most computers keep records on mag- 
netic tape and print few of the usual 
bank records.) Burroughs also sclls its 
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REVOLUTIONARY 
in every respect 


e 1000 selections on only 25 records 


Aimost 40 hours of music without 
repeating a selection 


100% automatic operation 


Self-contained (no central studio) 


Paging and public address 


Lightweight and compact 


























WE OFFER YOU 
A TWO-WEEK 


FREE TRIAL 


WITHOUT 


OBLIGATION 
MAIL THE COUPON 




















(. The Seeburg ‘1000’ Background Music System fits 


every business to a ““T.’’ For small stores and shops 
just plug it in . . . for larger installations play it 
through existing sound systems. 


The music libraries—arranged, programmed and 
recorded by Seeburg—are custom-tailored. Now, for 
the first time, you can have tailored music scientifi- 
cally created for your particular kind of business. 

If you are about to have music for the first time, 
here is the perfect answer. Or if you have music now, 
learn what a great improvement Seeburg offers over 
any existing music service. 


THE SEEBURG 1000’ 
Tailored BackGROUND music 


The Seeburg Corporation, Dept. BW 
1500 N. Dayton St., Chicago, 22, Ill. 


We are interested in a two-week free trial of the Seeourg 
Background Music System. 


UE GE SMO 6.0 006650 beccncecceereecocdercenwietererstenesove 
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oe TIME... 


the most expensive 
commodity you buy. 








that protects your investment 


RELIABLY 
ACCURATELY 
AT LOW COST 





FOR 
PAPER TRAFFIC 


FOR PAYROLL 








FOR 
SYNCHRONIZED 
TIME 
AND SIGNALS 


FOR COSTS 








Your Stromberg representative 
is listed in the "Yellow Pages”. 


STROMBERG 


DIVISION OF GENERAL TIME CORPORATION 
THOMASTON, CONNECTICUT 





A half century of experience building dependable time products. 


46 Production 





standard computers for larger installa- 
tions. GE’s 210 computer system, for 
banks and utility billing, is a descend. 
ant of Bank of America’s ERMA 

IBM, NCR, and Burroughs have an 
advantage in being traditional suppliers 
of bank machines. IBM is ahead of 
everybody else in both number of or- 
ders—it won't savy how many—and va- 
riety of equipment; the remaining 
manufacturers—GE, RCA, Minneapolis 
Honevwell Regulator Co., Sperry Rand 
Corp., and Intelex—think they can 
buck the traditional ones because of 
their reputations in electronics, if not 
in banking. 
e The Exception—Intelex  Svstems 
Inc., an International Telephone & 
Velegraph Corp. subsidiary, is the 
main holdout from MICR. Its check- 
handling system uses the plastic enve- 
lope-magnetic strip idea. It is building 
one for First National Citv Bank of 
New York and has sold another to 
Valley National Bank of Phoenix, Ariz 
The New York bank got interested in 
the svstem before MICR was estab- 
lished, and it is officially sticking with 
it-though other bankers think it must 
change its mind as MICR spreads. 

The Intelex svstem is somewhat 
more cumbersome than MICR because 
the check is present at each stage of 
bookkeeping, while MICR separates the 
data from the check. But Intcelex feels 
its system lessens the possibility 
crror. 

The Intelex system is potentially 
more flexible—if MICR becomes un- 


versal, a magnetic reader can read checks 


and encode digital information on the 
cnvelope; if MICR gives wav to optic 


scanning, as a few engineers expect, 
optical scanner can be used the same 
wav. Thus, Intelex users would be ahead 
of the game while MICR users we 


tooling. 


ll. Bank Reactions 
Onlv a handful of banks will inst 


check-processing equipment _ befor 
1961, and only Bank of America has 
automated sorting right now. There's a 
one- to two-vear lag in most deliveries 
But vou have to start revising vout 
methods and putting MICR numbers 
on checks well in advance, in order t 
fill the equipment pipeline when vou 
gct it. Banks that feel ready for auto 
mation have put in from one to four 
vears’ study and have a good idea of 
what the benefits and problems will be. 
e Advantages—A BUSINESS WEEK SUuI- 
vev of bank automation leaders con- 
firms that the prime advantages are to 
keep up with growth and to cut labor 
costs. This shift from manpower to 
machine will trouble banks less than, 
sav, steelmakers. There’s enough not- 
mal turnover and upgrading so that 
nobody will lose his job—even in one 
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Changing old ideas on earth moving... 
ally 
bes The JOHN DEERE ‘840” 


tical with Hancock “‘Piggyback’’ Scraper 





= “It takes heavy investment to get an efficient scraper of 
effective size.” 
ai and- us ‘ é ay- 
wee need a stand-by pusher to get those heaped pay Cities cnt til te 
stall ““You have to sacrifice high maneuverability if you’re going and Crawler Units for: 
fore to get a scraper that really produces for you.” eC ‘al Constructi 
has These old ideas are fading fast in the face of the perform- ee 
-$a ance of this John Deere-Hancock outfit. e Logging and Clearing 
ean First, compare the initial cost with other scrapers. See for e Home Building, Landscaping 
— r yourself what you save in dollar outlay, keeping in mind you e Roads and Streets 
gs don’t need a pusher tractor to give you a fully loaded (7-1/2- e Pit, Quarry, and Mine 
_~ yard) bowl every time. e Oil and Gas 
ba Then, consider the added working efficiency you get with © Public Works 
ie the John Deere-Hancock unit which makes a complete, con- © Public Utilities 


tinuous turn within a 30-foot diameter. 





if . , 
Pg Finally, you get that outstanding feature you are sure to © Plumbing and Heating ; 
aia want— positive, hydraulic ejection—which means a fast, easy e Manufacturing and Warehousing 

ur F » My 
on- dump in all soils. Aa we 
» to For a demonstration, see your John Deere Industrial Write: ~~ —" Division 
ibor Dealer. Dept. 559 

to For detailed specifications, write today. 
ian, 3 
nor- 
that 
—_ JOHN DEERE ‘Specialists in Low-Cost Power with a Heavyweight Punch’’ 
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New! Dependable 
Intercom with 


BUILT-IN 








Executone protects your privacy, never interrupts. Exclusive 
“Chime-Matic”® signalling announces all calls with a soft 
chime and signal light. Conversations are private and confi- 
dential, yet you can reply from across the room, if you wish.* 


Executone Gives You More Working Minutes Per Hour! 


@ Information is exchanged instantly via Executone. Walking time 
becomes working time. 


@ Executone handles all inside calls— telephone lines are kept open 
for outside calls. 


@ Costly telephone “call backs” are reduced drastically. You get 
information from other departments while “on the phone” 


Installations in every type of busi- 
ness prove that Executone pays 
for itself many times over! Write 
for more information. 


EXECUTONE, INC. Dept. .-3 
415 Lexington Ave., New York 17, N. Y. 


Without obligation, please send me full 
data on Executone Intercom. I am parti- 
cularly interested in: 


C1) Inter-Office Communication 
0D Intra- Plant Communication 
(0 Switchboard Relief 


Don’t Walk... Talk! 








r—-—fthfHff- 





Cj Locating Personnel 
A ho 
Neculone a 
Address. City. 
INTERCOM AND SOUND SYSTEMS ~~ >>S Goan eon 
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bank that will cut its check-handling 
payroll by 40%. 

The third big advantage of automa- 
tion is better information. Partly by 
building better identification—such as 
location or industrial classification— 
into account numbers and partly just 
by using the capabilities of high-speed 
computers, banks expect to find out 
things they don’t know or have a hard 
time discovering. One example: quick 
analysis of new account location and 
branch business to plan the location 
of new branches. Another: casier de- 
termination of service charges on the 
basis of a big account’s activity. 

Some banks failed to anticipate an- 
other benefit that has come about—the 
saving on space and building costs in 
new branches when centralization of 
check-processing eliminates the need 
for expanded bookkeeping facilities. 

Last but not least among the advan- 
tages is the headstart that automatic 
check-processing gives to the automa- 
tion of other functions. Verv large 
banks find that stock transfers and 
personal loans require separate com- 
puters, but the work done on checks 
may show what mistakes should be 
avoided in another process. Many banks 
expect to put such functions as personal 
loans on their check-handling systems— 
cither by adopting MICR forms for 
loan payments or by using some other 
form of input to the same computer. 
¢ How Big?—The top problem is the 
question of economics. One rule of 
thumb is that any bank with 30,000 
accounts can afford to automate. This 
would include most banks with deposits 
of $150-million or more—about the top 
180 banks. But the rule is constanth 
being liberalized. Several banks with 
deposits as small as $75-million are 
automating, and a handful of banks at 
the $15-million level think even they 
can afford it 

Pavout estimates on the huge invest- 
ment in bank machines varv with the 
wav savings are figured. Most banks 
feel equipment will start paving off 
almost immediately. Forecasts on how 
long pavout will take vary from one 
vear to four. Bank of America savs it 
will pay for the $30-million ERMA 
svstem out of operating savings in six 
or seven years. 
¢ Objections—Once a bank is con- 
vinced it can afford automation, it mav 
have trouble with dic-hard officers who 
don’t believe in a change. Bank leaders 
say they’ve solved this and all other 
problems by anticipating them and 
training in depth before the machines 
arrive. 

One of the commonest internal ob- 
jections is to the lack of visible records 
in favor of magnetic tape. Many MICR 
systems provide hard copies only of 
the daily journal of all transactions. 
Customers’ statements are picked up 
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You wouldn’t build 
half a bridge . vi 


Like a bridge, a business transaction 
isn’t worth much until it’s completed 
. .. when your invoice is paid. 
After you’ve made the sale and the 
shipment, AMERICAN CREDIT 
INSURANCE helps you finish the job 
/\. ..4. completes your profit cycle . . . 
~-<- protects your capital investment in 


i accounts receivable. 
atic 
ma- 
irge 


and 


om- 
as 


The one thing that permits deeper 

market penetration is security ... 

the security of commercial credit 
“insurance. AMERICAN CREDIT 











- INSURANCE facilitates sales progress 
ve ... helps you add more new 
POR . customers, sell more to present 
for | “customers . ... by elevating lines of 
_ credit with security and stability. 
the Is your credit insurance coverage 
e. up-to-date? 
his 
sits 
top 
itly ‘ 
sith 
are 
» at 
he 
est- 
the 
nks 
off Extend your market penetration ...your profit protection ... with 
LOW 
one = = 
American Credit Insurance 
V1 i 
SIX 
Call your insurance agent... or our local office. 
1 Send for informative booklet on the many 
rad sound advantages of modern credit insurance. 
‘wast Write AMERICAN CREDIT INDEMNITY COMPANY 
her of New York, Dept. 42, 300 St. Paul Place, 
ind Baltimore 2, Maryland. 
nes —— 
- ». commercial credit 
"= insurance exclusively 
3 since 1893 
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...which has enabled Americans 


to live better and produce more 


One word, more than any other, underlies the 
vast rate of expansion in U. S. productive capac- 
ity and U. S. progress toward ever easier and 
pleasanter living. That word is ELECTRICITY. 
With about 6 per cent of the world’s population, 
the United States produces nearly 40 per cent 
of the world’s electric energy . .. and more than 
three times as much as the U.S.S.R., the next 
largest producer. 

The decade of the fifties witnessed spectacular 
progress in the production and use of electrical 
energy, made possible by an investment of nearly 
$40 billion for construction of utility facilities. 
Almost half of this huge sum was spent for gener- 
ating facilities, increasing the industry’s installed 
capacity by 150 per cent. In other words—in this 
one decade —the industry installed two and a half 
times the capacity it had achieved in the seven 
previous decades of its existence. 


Who has benefited 


As a result of this vast expansion, the electrical 
power used by the average American factory 
worker today is equivalent to the muscular 
energy of nearly 300 men...and the average 
American housewife utilizes the electrical equiva- 
lent of several servants in the performance of her 
household chores. Ten years ago, the average 
annual residential consumption of electricity was 
1830 kw-hr. Last year it was 3563, nearly twice 
as much... and the predicted figure for 1970 is 
7,000. The country’s total use of electrical energy 
in the fifties was nearly two and a half times as 
much as in the previous decade. 


How about the cost of electricity 


An even more remarkable aspect of the indus- 
try’s record of growth and achievement is the 
degree to which cost to the consumer has been 
kept down. Despite rate increases in recent years, 
and the necessity for further increases in the years 
ahead, the average residential rate per kw-hr the 
country over has followed a consistently down- 


ward trend and last year was lower than in any 
preceding year. The ability of the industry to 
resist the inflationary trend, which has so greatly 
increased the cost of virtually all other products, 
has been due, in part, to ever increasing demand, 
but also it reflects the persistent and effective 
efforts of utilities and their equipment suppliers 
to increase efficiency and thus reduce costs of 
generation and distribution. 


Combustion’s role 


In the achievement of higher efficiency, Combus- 
tion Engineering has played an important part. 
For C-E research and development has been 
responsible for many of the notable advances in 
boiler design which have increased generating effi- 
ciency. No wonder then that C-E boilers account 
for a very substantial part—over 40 per cent—of 
the new steam-generated capacity installed in 
the past decade. And steam-generated capacity 
accounts, presently, for about 80 per cent of 
total utility capacity. 

A current example of C-E design achievement 
is a boiler recently placed in operation at the 
Eddystone Station of the Philadelphia Electric 
Company designed to produce steam at the high- 
est pressure and temperature ever used in com- 
mercial power practice (5000 lbs. per sq. in. and 
1200 deg. F.). By so doing, this station will uti- 
lize less fuel to produce a kilowatt-hour than 
any other power station in the world. 


What lies ahead 


And now a look at the future. As the charts oppo- 
site show, the next decade promises to far exceed 
the one just past in expansion of capacity and 
the use of electricity in homes and industry. 
Through continued emphasis on research and 
development, Combustion is planning to assist 
its utility customers in accomplishing their most 
important objective—the ever more efficient and 
economical generation of electricity. 


“Electricity sparks the ‘60’s” will be the theme of National Electrical Week, February 7-13. 


COMBUSTION ENGINEERING 


Combustion Engineering Building 


200 Madison Avenue, New York 16, N. Y. C-253 
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Chemotherapy ATTACKS CANCER p 


CANCER DETERRENTS are sought in one of the 
largest drug evaluation programs in the world at South. 
ern Research Institute, Birmingham, Alabama. Southem 
Research Institute engages in many other types of re. 
search, with more than 100 sponsored projects currently 
under way. Among these are studies of new metals for 
missiles, the effects of atomic radiation on chemical re. 
actions and new processes for desalting sea water. 



































hhe last half of the twentieth century belongs fo the South! 


MAHOGANY enters the United States at GOLF CARTS FOR RECREATION AND CLAY, PLENTIFUL IN THE SOUTH, is 
Pensacola, Florida, for sawing at Weis- INDUSTRY. E-Z-Go Car Corporation, Au- used for a wide variety of products. W. S. 
Fricker Mahogany Company. This firm is gusta, Georgia, is America’s largest exclu- Dickey Clay Manufacturing Company, with 
one of the country’s largest importers of sive manufacturer of electric golf carts. plants at Meridian, Mississippi and elsewhere, 
Central and South American mahogany for Originally designed as pleasure vehicles, these is the largest producer of sanitary sewer pipe 
use in the production of furniture and boats. carts are finding increasing uses in industry. in this country. 
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in the growth 
of the South 


Outstanding research is being done in 
company laboratories and private re- 
search centers, Southern universities 
and colleges. All major research areas 
are receiving attention, through exten- 
sive fundamental and applied investi- 
gations in medicine, electronics, atomic 
energy, agriculture and other new fields 
that are contributing so importantly to 
the amazing growth of the South. 

The Southern Company and its op- 
erating companies are constant and 
active participants in research to pro- 
vide ample electric power economically 
produced and distributed. Every day 
new facilities are added to meet the 
ever-growing electrical needs of the 
dynamic Southland. So they may be 
ready for utilization of atomic power 
in the South when economically feasi- 
ble these companies also are partici- 
pating in the development of nuclear 
power plants. 


THE SOUTHERN COMPANY 





ATLANTA - 1330 W. PEACHTREE STREET 
BIRMINGHAM - 600 N.18 TH STREET 


Alabama Power Company ..... Birmingham, Alabama 


Georgia Power Company .......... Atlanta, Georgia 
Gulf Power Company ........... Pensacola, Florida 
Mississippi Power Company ..... Gulfport, Mississippi 


Southern Electric Generating Co. . Birmingham, Alabama 








from tape files instead of from general 
ledgers. 

External problems are those of rela- 
tions with other banks and with cus- 
tomers. Most banks plan to automate 
“on-us’” check handling first, because 
they don’t know when enough other 
banks will have MICR to make transit 
automation possible. Even when it is, 
some bankers will be unhappy about 
having another bank encode the 
amounts of their checks as part of 
proving a batch of checks in transit, 
though errors would scem to be no 
more likely in one bank than another. 
¢ Customer Relations—The main prob- 
lem in customer relations is with large 
business accounts that print their own 
checks. They must be gently persuaded 
to redesign their checks for MICR. 
Also, many MICR systems print cus- 
tomer statements that show onlv the 
old balance, number of checks and de- 
posits, and new balance—no list of 
checks. Some customers don’t like this. 

U.S. National Bank in Portland had 
a complaint from IBM world headquar- 
ters about the short form it was us- 
ing—but IBM withdrew with a ted face 
when the bank pointed out that the 
form was an IBM-machme product. 

\ few individual customers get fidgetv 
about the MICR numbers. One bank 
cheerfully provided new account num- 
bers for a couple of lady numerologists 
who thought their original numbers 
disagreed with their stars. 


lll. How to Choose 


In choosing computers, as in pick- 
ing any other equipment, vou trv to get 
the most for what vou can pay. The 
question is what constitutes the most. 

Some banks get thick books of pro- 

posals from half a dozen manufacturers, 
with bids and the computer makers’ 
ideas on how to automate. Others work 
out their own svstems and then find out 
how much it will cost to put them into 
hardware. If vou find several equipment 
makers who can do the job vou want at 
comparable costs, other factors must 
then be compared. 
e Points to Consider—The most im- 
portant of these are the availabilitv of 
similar equipment nearby in case vour 
computer breaks down: the company’s 
ability to provide service, and previous 
experience with other equipment by 
the same manufacturer. 

IBM’s lead in sales reflects an advan- 
tage on all three counts, though manv 
electronics men feel other computers 
are technically superior. Wachovia 
Bank & Trust Co. of Winston-Salem, 
N. C., one of the pioneers in bank au- 
tomation, chose IBM equipment pri 
marily for these reasons, regarding 
evervthing else as equal. 

Burroughs is in second place behind 
IBM primarily because of the attractive 
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price of its Visible Record Computer, 
and because it has the fastest sorter. 

NCR has sold the most sorters, 
largely because it built the first operat- 
ing ones for the ERMA system. 
¢ Typical Study—Chase Manhattan, 
whose order of two RCA 501s is con- 
sidered a major event in bank automa- 
tion, started its automation study in 
August, 1958, after an abortive experi- 
ment in designing its own computer, 
Diana (the fair huntress, of course, is 
the goddess of the Chase). 

The bank traditionally was highly de- 
centralized with many branches, and 
the first order of business was to decide 
that centralized data processing made 
the most sense. By last September, the 
bank had issued an internal report 
recommending this and favoring what 
its experts considered, for it, a ““me- 
dium-scale” computer. The RCA 501, 
the GE 150 (now called 210), Honev- 
well 800, IBM 7070, NCR 304. Bur- 
roughs 220, and Univac Solid-State $0 
computers all fell in this class, though 
manv of them are considered large-scale 
in the computer business. 


A Chase committee reported on 
check design in November, and a 
month later recommended _ specific 


equipment—quick work as bank auto- 
mation goes. The committee had had 
some specifications in mind from the 
start—it designed its own system and 
found out from the manufacturers what 
it would cost to build. In some cases, 
this necessitated telling the manufac- 
turer that his equipment could be used 
in wavs he didn’t think possible or de- 
sirable. (U.S. National of Portland did 
much the same thing in assembling its 
own automation svstem from available 
computer equipment before the manu- 
facturers had gotten very far into bank- 
ing applications.) 

¢ Making the Choice—RCA’s cost was 
the lowest, taking into account a Chase 
requirement of two computers in case 
one should break down—though one 
501 could handle the bank’s work on a 
double shift. RCA had the disadvantage 
of not having a sorter of its own. RCA 
savs it will hook up with any sorter a 
bank wants, but in this case it is made 
responsible for maintaining the Chase's 
Burroughs-made equipment. 

The system includes the two 501s; 
five control converters, two to link up 
the eight sorters to the computers and 
three to control the high-speed printers 
for bank records and customer state 
ments; 30 unit encoders, and 100 prov- 
ing machine-encoders. It will start oper 
ating in 1961 and be complete by 1964. 

Chase has no present plans to put 
other bank functions on the 501s. It 
will acquire a Univac Solid-State S0 
with card punch printer for stock trans- 
fer work, and it already has an IBM 650 
for processing payroll and employee 
benefits and for training personnel. eno 
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Profits Bring Smiles—and a Tear | 


Corporate earnings for 1959 
are something to crow about, 





PERCENT CHANGE FROM 1958 


FOURTH QUARTER FULL YEAR 1959 . 
1959 1959 Net Income Dut last quarter slowdown raises 
(Th d 
Company Seles Net Sales Net ramet; doubts about 1960. 
Ais Reduction Ce....4 65% — S2% +144% 4 11.9% $14est =, coking followed by a shght chill 
Alan Wood Steel .. . + 163.7 + 41.6 +49.5 + 130.3 4,856 hose are the two emotions evoked 
Allied Chemical ...+ 6.9 — 44 +13.2 + 46.2 50,041 by a tabulation of last year’s corporate 
American Viscose ..— 12.1 — 0.3 +10.5 +119.2 15,231 profits (table). The jubilation stems 
Armco Steel ...... = 20 = SES 6179 GEES reese = Bom the fact that 195? broke aif recon 
for total corporate profits, with a ma- 
Bethlehem Steel ...— 22.8 — 428 +25 — 14.9 117,236 = jority of companies registering new 
Broniff Airways ...— 1.3 — 733 +66 — 15.9 2,502 [ens in sales and earnings, But th 
Sena 7 Pe chilly feeling comes from the uneven 
a — ne Tractor. . + 8 a + 26.8 + 44.3 46,518 fourth-quarter results—caused partly by 
ooper-Bessemer .. + . + 3 + 27.1 + 64.0 5,426 the stecl strike, partly by the narrowing 
Copperweld Steel ..+ 23.6 + 28.7 +47.9 +187.0 5,972 of profit margins. When all is said and 
CrownZellerbach .+ 47 + 5.8 +11.2 +4 18.3 39,329 a ayaintages Sage fe eg 
Crucible Steel ..... — 29.8 —115.9 +176 + 42.8 6,106 vou'll find the chief argument why: the 
Ferro Corp. ....... + 41.5 e 2 +13.2 + 67.7 3,331 slowdown in earnings gains, as reflected 
Freeport Sulphur... NA. — 11.4 MA. £107 14,478 ~= in the spread between full-year net in- 
Gen, Teh. 6 Meteen.4 308 URE «64063 (6 BRR | (rene (CORE te fom quate: comings, 
¢ Bouncing Back—Full year sales for 
Bieet Gament ..... ~~ oe — 13.2 +10.9 + 10.6 20,525 most companies rebounded far above 
ie _ 215 — 130 + 79 + 10 48.354 recession 1958’s volume. Even the steel 
i tien, Wiehe. SAG 986 8 (10RENO Me eaten fener s ine Seen 
“ : C aug oteei 
Johns-Manville ....+ 11.5 + 15.0 +13.8 + 35.3 31,616 Corp., for example, had ceikadien 
Jones & L’ghlin Steel 236 — 654 417.1 + 27.1 29,485 $765.7-million last year, compared to 
. $654-million in 1958. U.S. Steel Corp 
Kaiser Alum. & Chm.+ 9.8 + 9.2 + 6.6 — 11.5 22,328 had a 6% rise in sales, Crucible Stecl 
Lees (James) & Sons. + 10.6 — 07 + 23.0 + 49.7 5,695 Co.'s sales were up 17.6%, and Copper 
Lib.-O.-Ford Glass. NA. + 11.9 441.4 4150.6 53,745 — Weld Stecl Co.'s 47.9%. An exception 
i. Stas . of an 8.9 was W heeling Steel Corp., whose rev- 
een Oe V8 97 aan + 8.2 5,011 enues declined for the third vear in a 
ocr. ... + é —- % +13.5 + 43.9 61,654 see. 
Not'l Bi it ...5. 75 , Sizable gains also were registered by 
sews rg + 2% cs bea + an bed ae: 24,533 chemical companies, paper companics, 
xcs aa + : a ‘ + 30. + ° 54,897 and a varied number of cyclical capital 
Norwich Pharmacal. + 13.0 + 22.5 + 9.5 + 18.5 5,148 goods producers, which picked up hand 
Ow.-Corn. Fiberglas+ 4.1 + 17.4 + 20.0 + 46.6 16,171 somely from their poor showing in 1955. 
Peabody Coal ..... +S @ 86 $161 4 UF 11,299 = In fact, only a handful of companies 
couldn’t tack on increased volume 
Philco Corp. ...... + 8.46 + 97 + 13.3 + 149.2 7,162 their 1958 totals. 
Phillips Petroleum... NA. — 1.2 N.A. + 23.5 104,000 ° Percentages Up—More important. 
H.K. Porter Co.....4 54.4 + 34 465.4 + 93.4 6,732 poner Pine were able to produce 
: even bigger percentage increases in carn- 
Rayonier ......... + 127 + 100.5 +19.6 + 270.7 13,350 ings because of the rapid climb in profit 
Raytheon ........ + 34.9 + 92.2 +31.8 + 43.4 13,481 margins. 
hihudteeded 4 187 4 Oe acer SIP wee jon ee ew et, 
eb sTCASC Sales prodaucec a 
Ryder System meee ae + 21.0 + 59.0 +34.6 + 40.3 3,300 46.2% increase in earnings; over the 
St. Regis Paper ....+ 13.5 + 0.3 + 16.0 + 30.0 28,600 full year, earnings as a percent of sales 
Scott Paper ...... + 47 +147 +43 + 12,1 24,795 rose to 7% from 5.4% in 1958. Cater- 
Sane... us. & OE BA. a Be auto ee Pee Co, oe 2 88 
' crease in sales, had a 44.4% increase n 
Stand. Oi (NJ) ...4 83 — 11.0 + 5.9 4 11.3 626,000 = carnings; its profit ratio climbed from 
Un. Bag-Camp Pap..+ 8.5 + 1.2 4+15.2 + 21.2 18,965 5.5% to 6.3%. Chemstrand Corp. re- 
U. S. Steel ..... oh) J) @ 40 Se eee te eS en ee 
sneciieniia ‘ 31.2% increase in earnings. Westing 
est ng ouse ....— 1.7 + 15.4 + 0.8 + 14.9 85,947 house Electric Corp. had less than a 
Wheeling Steel ....— 360 — 930 — 42 -— 21.0 7,033 1% increase in sales, but saw its carn 
= i ise 14.9%. 
estimated Opusiness week a ay 


Phis pattern of higher profit margins 
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FIRST 
IBM 7090's 
ON THE JOB 





° 


delivered on schedule...rnstalled and in operation in just 10 days 


FIRST 


of IBM’s new 
transistorized 7000 Series 
| in customer use 


FIRST 


industry shipment 
| of a computer system 
in this class 


FIRST 


in processing power 


FIRST 


io use 
2.18 microsecond storage 
—fastest yet! 


Over 6 times faster than even the powerful 709, the new transistorized 
IBM 7090 dwarfs conventional electronic systems . . . opens many new 
areas of use which now become practical for the first time. The first four 
7090’s off the production line have been shipped for national defense use 
and are already in operation. 

Now, all the speed and power of the new 7090 System is available for 
both scientific and business data processing. The 7090’s operating cycle 
of 2.18 millionths of a second is by far the fastest of any commercial 
system now in use. And, with IBM’s broad experience and support in 
applied programming, the tremendous capacity of the IBM 7090 can be 
put to immediate use. 


Call your IBM representative to get detailed information about this 
powerful transistorized system. The new 7090, like all IBM data proc- 
essing systems, may be purchased or leased. 


balanced data processing IB M 
te . 








it's hard to beat the 
dependability of 


TIME-SAVER 
SERVICE 





“Baby-like" is the word for 
B2aO's careful handling 
of less-carlioad freight 


B&O tries to surround your 
merchandise with every practi- 
cable safeguard. B&O operating 
and terminal people are trained 
and supervised to save time on 
LCL without sacrificing care. 
Try Time-Saver Service,see how 
it “‘babies”’ less carload freight. 
Ask our man! 





BALTIMORE ¢ & OHIO | RAILROAD 


Those who know—use the B&O 
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showed up all across the board last year. 
Vhat’s because the dramatic post-reces- 
sion gains in sales volume came on top 
of successful cost-surgery on supposedh 
inflexible costs during the recession. 
Also, a lot of new equipment helped 
reduce unit production costs. As a re- 
sult, many companies were able to boast 
of higher profit ratios than thev had had 
in some vears. 

In 1958, profit margins slipped for 
the fourth straight vear. But last vear, 
many companies were able to recoup 
a good share of this loss—although they 
couldn't match the lofty peaks of the 
late 1940s. 
¢ Less Economizing—Toward the end 
of the vear, however, profit margins 
started to narrow again for a number of 
corporations. This leads many business- 
men to fear that the rise in margins 
achieved since early 1958 is only the 
improvement that historically follows a 
recession, the result of post-recession 
gains in volume combined with cost- 
cutting. 

True, a good many companies sav 
their climbing profit margins reflect 
new, basic gains in_ profitabilitv—and 
they're encouraged by what thev con- 
sider a gencralh noninflationary  stecl 
pact. But the majority confess they arc 
not economizing the wav they did dur- 
ing the slump, so that the rise in mar- 
gins is fast losing its pace. 
¢ Costs Pinch-Some companies, in 
fact, even showed a decline in earnings 
during 1959, despite increased volume, 
principally because thev couldn't keep 
their costs in linc. Braniff Airways, Inc.., 
was one of these. It reported a 15.9% 
decline in profits, despite a 6.6% in- 
crease in revenues. 

Many others suffered the same bite 
of unchecked costs. The rails, also af- 
flicted by the steel walkout, were among 
those hardest hit. Others whose profits 
didn't increase at the same pace as vol 
ume were Ideal Cement Co. (the ce- 
ment companics more or less froze 
prices during 1959), Air Reduction Co., 
Inc., and Liggett-Mvers Tobacco Co. 
¢ Fourth-Quarter Blues—But it was the 
fourth-quarter results that produced 
the real cloud on the horizon. For one 
thing, they indicated that more com 
panics rely on steel’s prosperity than 
most economists had forecast. For 
other, they suggested that fewer con- 
cerns are still enjoving rising sales and 
volume. 

Indeed, sales for a number of com- 
panics showed only a slight increase 
over 1958’s fourth quarter and an actwal 
decline from 1959's third quarter. Tor 
others, including Ideal Cement and 
Westinghouse, volume ran behind 
fourth quarter 1958. 

Still more reported a decline in profits 
from 1958’s fourth quarter. ‘This was 
evident in a wide variety of industries— 
imong them sulphur, oil, and textiles. 


Surprisingly, the list also included chem- 
ical companies. For example, Allied 
Chemical gained 6.9% in sales, vet 
dropped +. 4% in quarterly _ ; 

¢ Impact on the Year—All in all, the 
fourth quarter proved a deappolniies 
one. It seems a pretty safe bet that 
the quarter topped the $44.6-billion an- 
nual rate of profits reached in 1958's 
fourth quarter, but it’s still too eark 
to tell whether it matched 1959’s third- 
quarter rate of $46.4-billion. 

The unexpected profits dip by some 
companies also has dragged down orig- 
inal full-vear earnings estimates. Many 
economists now think that. when the 
final figures are in, 1959 pre-tax profits 
could be closer to $47-billion than the 
higher figures thev earlicr envisioned. 
However, the annual total of corporate 
profits will casily beat the previous peak 
of $44.9-billion reported in 1955. 

e 1960 Worries—The real concern is 
whether the fourth-quarter results will 
set a pattern for 1960. No one doubts 
that 1960 will sce another record vear 
for profits. But if profits margins are 
leveling off—as thev already have in 
some companies—then this vear’s gains 
will be limited. There should be a big 
burst in earnings in the first half, chiefly 
from volume postponed by the _. 
But second-half gains will ‘be small, 
best, according to the current thinking 
of most economists. 

One reason is that profits margins 
traditionally have been bolstered by 
rising prices. But the outlook for higher 
prices throughout the major part of 
1960—as demonstrated by the “noninfla- 
tionary” stecl pact—seems dim, and 
economists fecl this price stability will 
pinch carnings. 

Many companies, however, 
able to add to their 
Rosv forecasts have been made bv a 
number of industries, including. steel, 
autos and allied products, paper, and 
textiles. And if prices can be kept fairh 
stable without doing damage to earnings 
figures, then the vear could end on a 
high note for many. 
¢ In the Soup—Other corporations will 
undoubtedly find themselves in trouble 
before the vear is out. One West Coast 
clectronics manufacturer, for instance, 
admits that profits margins in his com- 
pany are declining, mainly because profit 
margins are decre: ising in milité iry work 
which makes up about 60% of the 
company’s business. Others in mili- 
tary work may find themselves in the 
same leaky boat. 

In the oil industry, there’s also a grim 
Wi arning from economists at C ontinental 
Oil Co. Thev look for profit margins 
among oil companies to “shrink further 
during the first six months of 1960.” 
During the last half, they add, the 
profits picture depends on what the 
oil industry does about the abundant 
supplies on hand. €ND 


should be 
gains of last vear. 
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one to blazes *1,500,000! 





This unsprinklered building, used for the manufacture Starting as a small flame in a pile of baled paper scrap, 
of cardboard boxes, was completely destroyed by fire. the fire was raging out of control when firemen arrived. 





Proof that Grinnell sprinklers can save you from heavy loss by fire 





~~ SE a lUCUUlCU 

- ¢, us | 
Two Grinnell Automatic Sprinklers quickly extinguished normally fabricated in Grinnell shops, then shipped to 
flames without damage to the building when fire struck location. Expert crews provide careful installation. Due 
this papermaker, Brown Company, Berlin, N. H. Grinnell to insurance savings, a Grinnell system often pays for 
sprinklers like these can easily be installed for you with _ itself in a very few years, as well. Get the complete facts, 
a minimum of inconvenience. The complete system is Grinnell Company, Providence 1, Rhode Island. 
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In Finance 


W. R. Grace Buys 51% of Cosden Stock, 
Spurns Proffered Additional Shares 


W.R. Grace & Co. this week went through with its 
offer to purchase 1.5-million shares—51% of the shares 
outstanding—of Cosden Petroleum Corp. at $25 a share. 
Grace officials said the two companies may eventually 
merge, but limited its purchase to its original offer despite 
the fact that additional Cosden shares were made avail- 
able. 

In 1956, the two companics were close to a merger, 
but it was called off at the last moment. Now Grace, 
which put up close to $50-million to become a majority 
stockholder in Cosden, is apparently determined to take 
a close look at Cosden’s oil and petrochemical operations 
before making any further move. 


Year’s Demand for Long-Term Capital 


Expected to Exceed Supply of Funds 


The demand for long-term funds in 1960 will be 
greater than the supply available for investment, accord- 
ing to a study by Girard L. Spencer of Salomon Bros. & 
Hutzler, who cach vear compiles a survey of capital 
requirements with the help of a small group of spe- 
cialists. ‘This relative scarcity of capital means, savs the 
study, that the pressure on intcrest rates will be main- 
tained “with a possibility of some further moderate 
increase” in the cost of borrowing during the vear. 

Spencer’s study excludes ‘Treasury operations, which 
could bring some relief if thev are able to reduce the fed- 
cral debt. ‘The survev savs that net demand for long-term 
capital will amount to about $27.7-billion, with mortgage 
financing taking $14.9-billion, state and local governments 
secking $3.9-billion, and corporations secking $8.9-billion. 
lotal financing is expected to be much greater than the 
net figures, largely because of refunding operations. 

On the supply side, the study sees $26.6-billion in 
available funds, with savings and loan associations pro- 
viding $6.6-billion, life insurance companies $4.9-billion, 
corporate pension funds $3.7-billion, and mutual savings 
banks $1.3-billion. ‘This is greater than last vear’s invest- 
ment supply, but the study shows demand increasing 
cven more, leaving a gap of +%. 


Murchison Family Agrees to Buy 
Mrs. Young’s Alleghany Stock 


I'he Murchison oil family of Dallas has agreed to pay 
some $10-million—or about $13.50 a share—for the big 
block of Alleghany Corp. stock owned by Mrs. Anita 
©. Young and the Robert R. Young estate. John Murchi- 
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son says that a proxy fight with Allan P. Kirby, Alleghany 
head and Young’s former silent partner, is not contem- 
plated. However, purchase of the Young stock makes 
the Murchison holdings second only to those of Kirby, 
If the Murchison family should form an alliance with 
A. M. Sonnabend, Boston real estate man, the resulting 
block—if all shares were converted into common stock— 
would be close to 1.7-million shares, compared to Kirby’s 
1.4-million. 

The Young estate owns 100,000 shares of common, 
112,870 shares of 6% preferred, and 9,400 shares of $4 
prior preferred. Mrs. Young owns an additional +7,500 
shares of 6‘ preferred—cach share convertible into 4.7 
shares of common upon the payment of $3.75 for each 
common share. 

The deal with the Murchisons has been on the fire for 
several weeks. Mrs. Young has sought to divorce herself 
from the public—and often sensational—doings of Al- 
leghany; she also wanted higher yielding investments, 
loward the end of 1959, she offered to sell the Young 
stock to Kirby, but he declined. She is also said to have 
talked with Sonnabend before approaching the Mur- 
chisons. 

Buying additional Alleghany stock also gives the 
Murchisons added influence in Investors Diversified Serv- 
ices, Inc., the big investment company. Under settle- 
ment of a stockholder suit in December, effective con- 
trol of IDS reverts to Alleghany from the Murchisons. 
Their voting share in IDS is reduced to 15%, but their 
influence is enhanced by the acquisition of the new 
shares. 


Western Union Finds Chicago Buyer 


For Its International Cable Business 


Western Union ‘Telegraph Co. said this week that it 
had finally found a buver for its international cable busi- 
ness, Which may open the way for a merger between 
American Cable & Radio Corp. and RCA Communica- 
tions, Inc., the two leading U.S. companies in the inter- 
national telegraph field. ‘Vhese two have long sought to 
merge—which would require Congressional approval 
BW —Oct.45$,p29)—as the only effective wav of com- 
peting against British rivals. 

\s a condition of its acquisition of Postal ‘lelegraph 
Co. in 1943, WU has been under government order to 
dispose of its cable business. But it has been unable to 
find a suitable buver. Now, a Chicago group, Barnes 
Investing Corp., has agreed to pay $13.5-million fot 
WU’s five transatlantic cables, plus taking WU off the 
hook on the five cables leased from Anglo-American ‘Tele 
graph, Ltd. At present, WU pavs $735,000 in annual 
rent on its leased cables. Last vear, WU grossed about 
$15-million—or 54% of total revenues—on_ its cable 
business. 

The Chicago group headed by Norman Barnes, a busi- 
nessman, thinks it can convince institutional imvecstors 
to put up the cash for the purchase. In all, some $29- 
million to $32-million will be needed, since, under the 
terms of the contract, the Barnes group will have to buy 
out Anglo-American. ‘Target date for the new concern 
is Oct. 1. 
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TODAY’S 
NEW 
AUTOMATION 














increased productivity 


» 
THE PRODUCTS, PROCESS KNOW-HOW, 
AND INFORMATION-HANDLING SKILL 
FOR COMPLETE AUTOMATION SYSTEMS 
process control 
a numerical control 
instrumentation 
computers 
communication 
X-ray sensors 
INDUSTRIAL ELECTRONICS DIVISION 
*. 


Today’s number-one management challenge is the continuing need to 
increase industrial productivity. Among the major pressures: 

strong desires for a still higher U.S. standard of living; keen foreign 
competition in many fields: the need for greater retained earnings to 
finance growth, /t is significant that where General Electric automation 
systems are at work, this productivity battle is being won. 

For example, G-E systems in the newest steel mills—incorporating G-E 
built industrial computers, Directo-matic control, and x-ray sensors— 
are automatically keeping strip “on-gage” to minimize scrap and 

boost yield. G-E numerical controls for machine tools are increasing 
worker productivity spectacularly in job-lot machining throughout 
metalworking. Other G-E automation systems are reducing costs, 
increasing over-all productivity in such industries as paper and 

.. cement, and in a variety of automatic-warehousing operations. 

Very likely, today’s automation can play a key role in keeping your 
company productive and competitive. To help you, General Electric 
offers both the process know-how developed through 81 years of 
serving industry and a full range of automation products. Whether 
your operations call for a complete automation system, or the 

first stage in a progressive-automation program, look to G.E. to do the 
job best. And G-E automation equipment is backed by a nationwide 
network of engineering, installation, and maintenance operations. 

We urge that you arrange now to discuss the potential role of today’s 
automation in your company with your G-E Apparatus Sales Engineer. 
And, write for our 1960 management brochure on automation to 
General Electric Company, Section 696-1, Schenectady 5, New York. 


-_~ 


Progress /s Our Most Important Product 


GENERAL @@ ELECTRIC 
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NORTH WESTERN’S new double-deck 
trains pack in more commuters, bring econ- 
omies in labor, case in operations. 


TO BEAT commuter loss, Chmn. Heine- 
man (left) and Pres. Fitzpatrick explain: 
“We closed 23 stations inside the city .. . 
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Profit on C 


Chicago & North Western 
claims a $30,000 net after 
shakeup in suburban service. 


Ben W. Heineman, chairman of the 
Chicago & North Western Rvy., and 
Clyde J. Fitzpatrick, its president, have 
lately been celebrating one of the rarest 
events in. the recent history of U.S. rail- 
roading. Last year, their suburban trains 
carried some 40,000 commuters each 
working dav between Chicago and its 
suburbs—and made a profit at it. 

It was a slim profit, certainly. ‘Though 
the road’s full accounts for 1959 are not 
vet complete, it probably came out 
about $30,000 to the good on its sub- 
urban operations. Meager as this is, it 
breaks the pattern of constantly climb- 
ing losses that has gripped the North 
Western’s and other railroads’ com- 
muter operations almost since the end 
of World War I. 
¢ Hint of Change—It comes at a time 
when the 1-million-strong, unhappy 
band of brothers, the nation’s railroad 
commuters, faces a decisive vear. Tor a 
long time now, most of them have 
sensed only disaster ahead: fares getting 
higher and higher, service shrinking, and 
the trains getting more and more de- 
crepit and unreliable. 

Lately a change has developed. In 
most cases, it amounts to little morc 
than a shift in atmosphere, a sense that 
some commuter railroads are about to 
get the kind of public aid without 
which, thev claim, thev cannot. sur- 
vive. But in a few cases there has been 
action. 


. . . Changed the ticket system to make ac- 
counting easier and to cut out opportunities 


fot cheating .. . 


ommuters—a Little 


Last week, Philadelphia worked out 
a scheme to maintain at least some of 
its commuter services (BW—Jan.30'60, 
p30). In New York, Gov. Nelson 
Rockefeller’s railroad relief scheme will 
forgive the roads some $12-million in 
taxes next fiscal vear. 

None of this means the commuter 
crisis is over. Far from it. ‘The New 
Haven RR, which carries some 37,000 
gray-flanneled riders between Connecti- 
cut and New York City cach working 
dav, still threatens a 70% fare increase 

which it admits would mean the death 
of its commuter business—unless it gets 
a subsidy of up to $6-million by mid- 
vear. ‘There is still no sure sign that the 
subsidy will be forthcoming. 
¢ Unorthodox Railroader—In the midst 
of all this, Heineman is a maverick. Not 
only does he record a profit from the 
commuter business, but last month he 
ordered $21-million worth of new com- 
muter coaches and locomotives to be 
delivered in the next 18 months 

By mid-1961 the North Western’s 
commuters will never have had it so 
good. Then, 200 new high-capacity 
commuter coaches (picture, left) will 
be doing the work that 415 could bareh 


handle two vears ago. ‘This makes for 


economics through cuts in the work 
force and for more reliable service 


through less rush-hour crowding. of 
track and terminal facilitics. 

For moves like this Heineman has 
been called the commuters’ friend—but 
not by the commuters themsclves. ‘The 
true commuter regards all railroadmen 
as cnemics. Manv of the steps that have 
led to the change at the North Western 





«.. and raised fares 24%. We didn’t get 
the growth we expected, but still wound up 
some $30,000 in the black.” 
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TWA JET FREIGHT 


across the 





Use the immense cargo capacity of TW \’s ever- 
growing Jet fleet to speed your shipment at home 
or abroad. Mighty TWA Boeing 707s offer the only 
Jet-Freight service to European trading centers 
from all these major U.S. markets: San Francisco 
Los Angeles, St. Louis, New York. 

With its Jet fleet and greatly expanded all-cargo 


U.S. and overseas 





Sky Merchant Fleet, TWA provides more widely 
scheduled air freight service than ever... for 70 
U.S. cities, 2 
by TWA Air Freight—in some cases at less cost 


23 world centers. Almost engin goes 


than by land and sea. Whatever, wherever you 
ship, specify TWA. Call vour freight forwarder or 


your nearest TWA Air Freight office today. 


SHI. P TW, [| USA+*EUROPE - AFRICA: ASIA 
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RIVETS 
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Management men seeking a better, 
quicker and less expensive way to fasten 
products will put this idea Kit to work 
now in their design and methods en- 
gineering departments .. . where it can 
prove what thousands of companies 
already know — that “POP” Rivets can 
save over 50% on installed rivet costs 
— improve quality, speed production. 


With this Kit your design engineers 
can experiment with simplified product 
design, study vibration effects, clear- 
ances, or fastener appearance. Methods 
or production men can try assembly-line 
changes on the spot. Time study analysts 
can make direct installation comparisons. 


Assembled as an inexpensive means of 
introducing management to the “POP” 
Rivet fastening system, this new Kit 
contains everything needed instruc- 
tions, rivet assortment, hand pliers for 
setting rivets, — plus idea material. 





Order Your “POP” Rivet idea Kit Now 
Provide your staff with the advan- 
tages of a better blind riveting 
method. It can save thousands of 
dollars in fastening costs. 


NAME 


AFFILIATION 





NOTE: Kits will be shipped immediately from Shelton, C 
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“POP" RIVET DIVISION 


United Shoe Machinery Corporation 
101 River Road, Shelton, Conn. 


Company 
Thousands 
of Dollars! 





POP” RIVET 


CLINCHING MANDREL = 
Se 








SETTING TOOL 





MANDREL BREAKS 
AND FALLS FREE 


JAWS PULL BACK 


How “POP” Rivets Work. They're installed 
and set from one side. A hollow rivet is pre- 
assembled on a solid headed mandrel which 
is used to set the rivet. Mandrel head is 
larger than end of rivet. When the head is 
pulled into the rivet with setting tool, the 
mandrel head clinches the rivet. Mandrel 
breaks near head under tension when rivet 
is set. Both hand and production power tools 
are available 





have been achieved against the bitter 
opposition of many of its nders. 
e A Real Profit?—Now that Heineman 
reports a profit from the commuter busi- 
ness, other railroad men who must trans- 
port commuters, and who seck some 
form of subsidy or tax relief for doing 
so, have swung in to criticize his claim, 
In private, they say he has contrived 
his profit by changing the industry's 
accepted cost allocations, charging off 
more than usual to freight or to through 
passenger service. ‘This, savs Heine- 
man, is false; the North Western’s 
costs are allocated in just the same way 
thev have been for vears past. 
Others grant the validity of his profit 
but say the North Western won per- 
mission from Illinois’ railroad regulatory 
group to make radical changes in its 
service because the road “has the group 
in its pocket.” This, savs Heineman, 1s 
equally false. 


|. Three Hectic Years 


The big change at the North West- 
ern has come in less than three vears. 

Heineman—by background a corpora- 
tion lawver, not a railroad man—led a 
group that won effective control of 
the North Western early in 1956. On 
April Fool’s Day that vear he moved in 
as chairman, and he brought Fitzpat- 
rick with him. Fitzpatrick started in 
the railroad industry at the age of 17 
as a telegrapher with the Illinois Cen- 
tral and made vice-president there two 
vears before he moved to the North 
Western. 
e Financial Mess—Hceineman and [itz- 
patrick found the North Western in a 
mess. In the first quarter of that vear, 
the railroad met its pavrolls only by 
selling old rails and other scrap. 

Hardly any division was worse off 
than the suburban service. The bulk 
of its trains were hauled by steam loco- 
motives, and most of the coaches were 
40 vears old. The last 10 miles of cach 
of the three main suburban lines reach- 
ing into the center of Chicago passed 
through at least half a dozen stations 
little more than a mile apart, all of them 
within city limits. To keep the serv- 
ice going took all the division’s own 
revenues ($8.3-million in 1955) plus S2- 
million a year more drained from freight 
income. 

This $2-million deficit is of 
medium size compared with the money 
that some Eastern roads drop on their 
commuter business. ‘The New Haven, 
for example, gets $16.5-million a veat 
in revenues from its New York com- 
muter services but loses about $$-mil- 
lion on the operation. 
¢ Three-Stage Plan—To beat the North 
Western’s Heineman and Fitz- 
patrick developed a three-part plan. 

Step One called for closing 23 subur- 
ban stations within Chicago. They 
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Autocar 


“World’s Finest” 


Job for Autocars—A truck is a production tool, and tools must 
match the job—like the Autocar ten-wheelers shown at work here. 


Peak production calls for Autocar 
.. «nothing less” 


It doesn’t pay to mince words. 
When your shovel piles on a yard 
more every time—when the floor is 
rough, rocky or difficult—when you 
can’t afford a slowdown in the haul- 
ing cycle—you need an Autocar. 
And only Autocar fully custom- 


engineers each truck to fit the job... 
your assurance of top performance. 
Autocar’s great load capacity, 
power and stamina are the result 
of the way Autocars are built—with 
unequaled precision and quality. 
Where the jobs are tough and 
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“World’s Finest” 


schedules tight, Autocars are an 
absolute necessity. If you settle for 
less, you'll get less—so why try to 
get by without the ‘““World’s Finest”? 

Autocar service is prompt and 
comprehensive at all White-Auto- 
car outlets . . . in every major city. 


Division of 
The White Motor Company 
Exton, Pa. 








would lose $300,000 a year in revenues 
from passengers who used those stations. 
But the road would still be $500,000 
ahead. 

Step Two was a change in the tvpe of 
ticket. They decided to wipe out the 
old punch-type tickets, which are valid 
for a fixed number of rides each month 
and on which each ride is checked off 
by a conductor’s punch. ‘They sought to 
substitute tickets that are valid for an 
unlimited number of rides each month. 

This switch promised several sources 
of savings that together would reduce 
the loss by $625,000. The biggest part 
of this—$475,000 worth, thev estimated 

-would come from what's euphemist- 
ically called “improved collection pro- 
cedures.” That, in two words, means 
“less cheating.” 

The North Western’s riders had 
many tricks: Shifting seats to avoid con- 
ductors, buving a ticket from a stop 
several miles closer to Chicago than 
the one they actually used. 

Step Three was a 24% fare increase. 
hey estimated that this, along with a 
steady 6% growth in the number of 
commuters, would produce some $2.4- 
million. The savings from the first two 
steps would be about $1,120,000. And 
the total would be enough to cover the 
deficit and payments on new equipment. 

Near the end of December, 1957, 
they put the proposals to the Illinois 
Commerce Commission. It took a vear 
to win approval. 


ll. Year’s Experience 


Now that the first full vear is com- 
plete, it’s easy to see the plan has not 
produced all that was expected of it. 
Had it worked fully, the net from last 
vear’s commuter business would have 
been more than $1l-million instead of 
$30,000. 

Where gains were casily predictable, 
the plan worked well: The station clos- 
ings and ticket system changes brought 
in about what was expected. But where 
the plan relied on growth, much less 
casy to predict, it fell down. 
¢ Growth Stunted—In 1957, the North 
Western gained just about the right 
number of commuters—almost 6% 
more than it had in 1956. Then came 
the recession. The passenger load 
staved stable from 1957 to 1958. Hous- 
ing starts dropped in the area north 
ind west of Chicago. Last vear, the ef- 
fects of the recession still held back 
growth; and, when the fare increases 
went into effect, the passenger load 
dropped. For the whole of 1959, it 
stands some 12% less than in 1958. 

So, at the moment, the North West 
rm isn’t earning enough from its subur- 
ban operation to cover future pay 
ments on its $21-million loan for new 
quipment. For this, it needs about $1- 
million more a vear. Thus, savs Heine- 
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man, it will have to raise fares again. 
It will probably seek something less 
than a 10% boost. 

¢ Slight Pickup—Lately, growth has be- 
gun to pick up again in the suburbs that 
the North Western serves. But the 
North Western is still engaged in a 
race against time. Its next fare boost 
will probably come just about simul- 
taneously with completion of most of 
the final links in Chicago’s new net- 
work of expressways, and competition 
of automobile commuting will inten- 
sify. 

Heineman, though, is convinced he 
can make the suburban service pay for 
itself. And Metropolitan Life Insurance 
Co., which is lending the monev for 
new cquipment, is betting $21-million 
that he can do it. But when it comes 
to solving the commuter chaos else- 
where, Heineman carefully refrains from 
recommending his three-part scheme to 
other railroads. 


lll. Problems Differ 


The trouble with the commuter mess 
is not only its extent but also the dif 
ference in the problem from city to 
citv and from railroad to railroad. 

Chicago's railroads have long done 
better financially on commuter hauling 
than those in the East. 

Midwestern roads generally pay lower 
property taxes than those in the East. 
And their passenger service doesn’t 
make up anywhere near the share of 
revenues as that in the Fast. The North 
Western gets onlv 8% of its revenues 
from passengers; the New Haven, about 
30%. Providing the service drains the 
roads’ remaining income in about the 
same proportions, 
¢ The New Haven—However, recent 
management changes at the New Haven 
suggest that the road has been troubled 
by more than the tax burden, the vears 
of unsympathetic treatment from regula 
torv groups, and the structure of the 
road’s income. 

Charles Shannon, a former North 
Western man who was for two vears the 
New Haven’s operating vice-president, 
was replaced by Frederick J. Orner, 
who has been 24 vears with the New 
Haven. Several operating men who had 
been downgraded in the last vear ar 
back in their former jobs again. 

Pres. George Alpert admits morale 
has been bad; now there are hints that 
what amounted to an unofficial slow 
down among operating men is over, that 
maintenance and train operations ar¢ 
getting closer to proper schedules. 

None of this changes the New Ha- 
ven’s plea for a subsidy. But it does 
suggest that, even though subsidies seem 
necessary to keep some commuter rail 
roads going, there’s still a place for the 
kind of imaginative management that 
the North Western has been getting 


Many Legal T 


Damages collected can de- 
pend on where crash occurs, 
where ticket was bought—even 
on what stopovers it permitted. 


There can be little but sorrow in the 
aftermath of a fatal airplane crash. Yet, 
from the legal standpoint of relatives 
who have lost not only a father or a 
husband but an income as well, it can 
be a matter of some importance on 
which side of a state line the doomed 
plane crashes. 

On Apr. 6, 1958, for example, a 
Capital Airlines Viscount headed west 
for Chicago from Newark Airport, with 
stops at Detroit, Flint, and the tricities 
of Saginaw, Bay City, and Midland, 
Mich. But—like the Miami-bound Na- 
tional Airlines DC-6B that came down 
‘n North Carolina last Jan. 6 (above 
it never reached its destination. In- 
stead, it crashed at Freeland, Mich., 
killing the crew of three and 44 pas 
sengcrs. 

For bereaved relatives of its passen 
gers, there was at least the dubious luck 
that the crash occurred in Michigan 
which has no statutes restricting the 
amounts that can_ be 
airline underwriters. 
¢ Varying Rights—About 45% of the 
world’s airline passengers buy flight in 
surance; thus, some survivors and estates 
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are protected automatically. An un 
known number of travelers also carry 
ordinary life insurance. But since an 


airline is liable for “wrongful death,” 
claims, settlements, and suits are com 
mon. 

Unlike Michigan, 13 states do have 
restrictions on claims after a fatal crash, 
with limits varving from $10,000 to 
$30,000. And, since the law of the 
state in which the cras 
akhwavs prevails, 





» occurs near 
“it becomes legally 1m 
portant where people get killed in an ai 
S. Kreindler, New 
York attorney specializing in airpiane 
damage suits. 

But that’s only the beginning. Legal 
rights vary not only from state to state, 
but from country to countrv, flight to 
flight, even from seat to seat on the 
same plane. 

One passenger killed at Freeland, 
Mich., was a 38-vear-old executive who 
left a wife and five children. In a suit 
under the unrestricted Michigan law, 
the family received a_ settlement of 
$234,000. The airline underwriter and 
family agreed that there was a high 
“pecuniary” loss. Yet if the man had 
been a passenger on the Capital Airlines 
Viscount that crashed in Virginia two 
weeks ago (BW-—Jan.23'60,p36), the 
family could have collected no mor¢ 


crash,” savs Lec 
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than $30,000 because of the legal ceil- 
ing there. 

¢ Travelers Abroad—Looking further 
afield, an international agreement—the 
Warsaw Convention of 1924—places an 
even lower ceiling ($8,300) on claims in 
international travel resulting not only 
from death but from personal injury. 
(In the U.S., personal injury claims 
are tricd under common law, which im- 
poses no ceiling.) In Italy, local statute 
clamps a $250 ceiling on death claims. 

There’s a built-in advantage, though, 
in suits against an international line. In 
the U.S., negligence must be proved in 
nearly every case, and attornevs need 
specific evidence of this (the exception 
is in invoking a legal doctrine under 
which a jury mav infer that since there 
was an accident, the defendant must 
have been negligent. Airlines, though, 
have been able to turn back 22 out of 
24 suits recently based on the doctrine). 

But under the Warsaw treaty, inter- 
national law carries a presumption of 
liability on the part of the carrier, which 
usually must trv to prove it was not neg- 
ligent and more often than not pavs 
claims up to the $8,300 limit. 
¢ Legal Quirks—This international pro- 
tection gives passengers a variety of 
rights, even though they mav be riding 
in adjoining seats. If the ticket of the 
executive killed at Freeland, Mich., had 
included stopovers in Canada or Mexico 
—both signers, with the U.S., of the 
Warsaw Convention—his family could 
have claimed only the $8,300 maximum. 

Or take the Northeast Airlines plane 
that crashed off New York’s Riker’s 
Island a few vears ago. Passengers with 
through tickets to Canada came under 
the Warsaw $8,300 limit. Most  pas- 
sengers, though, were bound for domes- 
tic cities, and claims for death and in- 
jurv were under no such restraint; New 
York sets no ceiling on either. 

Even the purchase of a round-trip or 
one-way ticket can affect legal status. 
For example, the U.S. is a Warsaw 
convention signer. Cuba is not. If a 
passenger buys a one-way ticket from 
New York to Havana, the Convention 
does not apply. But if he buys a round 
trip ticket the Convention applies be- 
cause the journey started and ended in 
the country of a signatory. 

Claims lawyers and _ plaintiffs chafe 
under the restrictions, although there 
are trends domestically and internation- 
ally that will loosen them. 

Internationally, a Hague Protocol 
proposed in 1955 would double the 
claims limit to $16,000: so far 12 
countries, not including the U.S., have 
ratified it. Despite a rise in the dollar 
limit, claims lawvers such as Kreindler, 
Oppose U.S. ratification, fearing that it 
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“will cement into our law the principle 
of limitation.” 

Domestically, the number of states 
with claims ceilings has been diminish 
ing; and other states are raising the 
ceilings. 
¢ Breakthroughs—lhere are a few end 
runs lawvers can make around domestic 
statutes and the Warsaw Convention. 

One Wa\ they trv to get around 
state limitations on death claims is to 
suc the government for the negligence 
of its emplovees in another state. Vor 
example, an airplane crashes in Massa 
chusetts, which has a $15,000 ceiling 
on claims resulting from death. If it 
could be proved that a control tower 
operator emploved by the Federal Avia- 
tion Administration had given false ad- 
vice to the plane, which caused it to 
crash, the liability of the government 
would be unlimited. 

Kreindler, himself, recently  estab- 
lished “another possibility.” After the 
crash of a Northeast Airlines plane on 
Nantucket Island, Aug. 15, 1958, 
Kreindler sued the airline “on con- 
tract rather than on tort,” thus applving 
the law of the place where the contract 
was made, i.c. New York, rather than 
the place where the accident happened, 
i.c. Massachusetts. The case is currently 
on appeal from a decision in New York’s 
Supreme Court, which upheld the prin- 
ciple Kreindler advanced. 

Claims lawvers have sometimes been 
able to break through the $8,300 inter- 
national “barrier,” too, though this is 
rare. One important reason: Although 
there is a presumption of liability tied 


ir Crash Claims 


AFTERMATH of plane crash—this is DC-6B that crashed 


killing 34—can be suits for injury or death, 
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near Bolivia, N. C., on Jan. 6, 
but not all passengers have same rights. 


to the Warsaw Convention, claims for 
more than $8,300 must trv to prove 
“willful misconduct.” This is nearly 
impossible, because airline standards of 
operation are so high. But some law- 
vers have succeeded. 

On a LAI plane from Rome that 
struck short of the runway at Idle- 
wild on Dec. 1, 1954, four passengers 
were injured, 16 were killed. Some 
claims were settled within the $8,300 
maximum of the Warsaw Convention. 
But a few of the injured, and several 
relatives of dead passengers, sued 
through Kreindler with the aim of 
proving willful misconduct. Kreindler 
argued that the pilot, during his ap- 
proach, had been warned seven times 
to “pull up” and that he was below the 
glide path. “The case was settled,” savs 
Kreindler, for an amount ‘“‘substan- 
tially above the $8,300 ceiling.” 

e Airline View—For the airlines and 
their underwriters (major underwriting 
groups: Associated Aviation Under- 
writers and U.S. Aviation Underwriters) 
the problem of dealing with crash claims 
is a ticklish one—especially so in an in- 
dustry relving heavily on good public 
relations and good will. Thus, the in 
dustrv and its underwriters will “honor 
claims regarded as reasonable and just,” 
and will make settlements out of court. 
But, airlines buv insurance from thei 
underwriters to cover their “legal lia- 
bility,” and will fight hard against 
claims thev regard as excessive—claims, 
for example, based on accusations of 
willful misconduct, which can, if proven, 
harm a line’s reputation immeasurably. 
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The Story That 


It wasn’t the biggest story that Al Knoerr ever wrote, 
but it was the biggest that Charlie Steen ever read. This 
is the story of two men and the Mi Vida mine. 

First, Alvin W. Knoerr, a graduate mining engineer 
with summer jobs as chute blaster, high hang-up man, 
timberman and mucker—now editor of McGraw-Hill’s 
Engineering & Mining Journal... 

After the war, Al Knoerr set a high goal for himself — 
the story of uranium. Rim-flying, jeep-riding, and climb- 
ing by hand over the West’s prime uranium territory, he 
gathered material for a series of articles which began in 
’49. His first, the one that sparked Steen, was “Can 
Uranium Mining Pay?” 

Charlie Steen was a young geologist who worked for 
an oil company, first in Peru, then in the Southwest. He 


x, McGraw-Hill 


read Knoerr’s article, decided to strike out on his own. 
Even after his money ran out, he borrowed a grubstake 
and continued to prospect. 

Steen finally came up with a uranium-rich drill core, 
and found two old friends to finance one big gamble. He 
sunk the Mi Vida shaft—and became a millionaire. 

What does it all prove? The first thing is that 
McGraw-Hill editors get all the facts. The second is that 
they know their fields personally, know the kind of in- 
formation readers can use in their work. The third is that 
the readers know they know. 

The very fact that they pay for McGraw-Hill maga- 
zines shows that they want them. Charlie Steen does— 
and so do more than a million other key men in business 
and industry. 
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330 WEST 42nd STREET, NEW YORK 36, N. Y. 





Franks and beans were the menu for Al Knoerr and Phil Simmons, 
of the Atomic Energy Commission, when they ate off a jeep tail- 
gate on the Colorado Plateau. One result of Knoerr’s personal 
legwork was his final article, ““‘U30s—Formula For Profits.” 


Al Knoerr received the Jesse H. Neal Award for “U30s,” and the 
Industrial Marketing Award for the “Best Single Article in an 
Industrial Publication.” Significantly, the AEC ordered thousands 
of reprints, sent them to everyone who asked about uranium. 











“T owe your magazine a debt of gratitude,” Charlie Steen says. He 


is showing Al I 5 it) the ragged trousers he was wearing 


the day of his histc naking discovery at Mi Vida. 





The load can be marked Danger or Fragile or 
Handle With Care—but the way Chevrolet’s truck 
torsion springs soak up vibration and road shock, 
that load will be shown more respect than it ever ‘ 
saw before. 
More than likely it’ll get where it’s going in less 
time, too, definitely with less strain on the driver, 
6“ ® The point is: Chevrolet’s radically new inde- 
Now Handle With pendent front suspension doesn’t offer just one 
advantage and stop there. The same ride charac. 


” | 
Care means handle teristics that protect fragile cargoes will let you || The 


. haul bruising, off-the-road loads of fill dirt with | you 
with Chevy! far less worry about downtime. and 
The same cushioning action that makes life , whe 

easier for the driver lets you move at faster safe ' of ( 
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igile or speeds over any ground to get in more trips a day. A whole new approach to truck durability and ride! 
s truck The same shock-proofing effect that virtually ; ; 
shock, eliminates shimmy and wheel fight—that makes Torsion springs, with fully independent front suspension, 
it ever | handling so much easier—also absorbs most of the revolutionize the ride. Wide- based coil rear springs in many 

stress and strain ordinarily transmitted to the light-duty models for better-than-ever stability. Variable- 
-in less | body and sheet metal. The whole truck holds up 
driver, | better, stays new longer, and its working life is 
v inde- | increased by extra thousands of miles. 


rate rear springs, sure to last longer, in most medium- and 
all heavy-duty models. Frames that are tougher, more 


ist one Take one of your present trucks—whatever resistant to twist—a big plus in Chevy’s new Sturdi-Bilt 
charae- \ make it is—over a particularly rough piece of road. design. Cabs that are wider, safer, 67% more rigid. Front 
let you | Then, while the bounces and jounces are fresh in wheels and tires precision balanced in final assembly. 


‘t with | your mind, borrow a ’60 Chevy from your dealer Lively V8’s with longer life. Sixes sworn to save you 

' and cruise it over the same route. We’ll rest our 
es life , whole case on that one ride. .. . Chevrolet Division 
er safe ' of General Motors, Detroit 2, Michigan. Anything less is an old-fashioned truck! 


ET | TRUCKS WITH TOTAL NEWNESS coy 


oe 


money. All done up in the year’s handsomest style! 
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How concrete helps you run your home... 


Concrete dams tame rivers to provide electricity. Res- 
ervoirs made of concrete store water. Time-defying pipes 
of concrete deliver water to your community where it 
ends in your bathroom, your kitchen, your laundry. 


The ways in which concrete safeguards your life and 
property, and contributes to your happiness and welfare, 
are easily overlooked. In your home and on the roads you 
travel. In your nei; ghborhood schools and churches. In 







bridges, stores, factories. At your airport. Everywhere, 
your life and livelihood are influenced by it... often 
depend on it. 


Lehigh Portland Cement Company is a major supplier 
of cement, the basic ingredient of concrete. Through a 


continual program of research and growth it is broaden- 


ing its role in the improvement of the American way of 
living 


. Lehigh Portland Cement Company, Allentown, Pa. 


LEHIGH 
CEMENTS 


The plants of the Lehigh Portland Ceme 
Company, located in eleven states, produce 
cements for uses as diverse as the construction 


of tunnels and the steps of your porch. 
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In Business Abroad 


Continuation of Liberal Trade Policies 


Urged Regardless of Economic Changes 


The U.S. should stick with a liberal trade policy 
regardless of changing world economic patterns. This was 
the consensus of a two-day conference of economists, 
businessmen, and government officials held in Wash- 
ington last week by the Committee for a National ‘Trade 
Policy, a group organized 10 years ago to champion 
freer trade. 

Most of the conference was devoted to panel sessions 
that were expected to “reexamine” U.S. foreign economic 
policy in the light of such current problems as_ the 
unfavorable balance of payments; regional trade blocs 
such as Europe’s Common Market and Free ‘Trade Assn.; 
and stabilization of commodity prices in underdeveloped 
areas. 

The majority in cach of the five panels favored con 
tinued U.S. support for the trade policy pursued since 
World War II. Yet throughout the sessions ran an 
undercurrent of expert opinion that Washington will 
have to come up with some new ideas if the policy is 
to be kept intact. 

One of the most ambitious and controversial proposals 
to come out of the conference was reported by Columbia 
University’s Roy Blough, chairman of the balance-of- 
payments pancl. This is the idea that the U.S. should 
consider some means of bolstering the existing world 
monetary system, perhaps by enlarging the role of the 
International Monetary Fund. At present, the system 
depends heavily on national currencies—the dollar and 
the pound—as international reserves (BW —Jan.30°60, 


pl16). 


IDA’s Soft Loan Program Expected 
To Go Into Operation Next Fall 


The International Development Assn. is fast becoming 
a reality. It will be a $1-billion arm of the World Bank, 
making soft loans for projects in underdeveloped coun- 
trics. IDA, the World Bank, and the International 
Monetary Fund will include the same members, and 
IDA will be managed by the bank. 

The World Bank this week submitted IDA’s char- 
ter to prospective member governments for approval. 
Inough governments are expected to O.K. it so that 
IDA can begin operations next fall. Congress also is 
expected to authorize the roughly $320-million U.S. 
contribution without serious hesitation. 

The charter leaves IDA a free hand to set policies 
en loan terms and the extent to which soft currencies 
will be loaned or accepted in repayment. Lending 
operations probably will get under way slowly as the new 
fund’s managers feel their way into the relatively unex- 
plored field of soft loans. 

Demand for development capital is rising fast. And 
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e@ P. 72—It took some fancy financing and 
organizing to build the Campo Duran pipe- 
line in Argentina. 





the richer nations of the Atlantic Community firmly 
committed themselves, at the recent Atlantic Economic 
Conference, to doing more to meet the demand. ‘This 
has calmed fears of underdeveloped nations that IDA 
would become a substitute rather than a supplement to 
aid from individual nations. ‘This also puts IDA under 
pressure to use its authority liberally and without delay. 


U.S. Innkeeping Chains Turn Talents 
To Management of Middle East Hotels 


Two U.S. hotel chains, one an old hand and the 
other a relative newcomer to foreign operations, are 
undertaking the management of new hotels in the 
Middle Fast. 

Hilton Hotels International will manage two, and 
possibly three, hotels for Jordan Hotels & ‘Tourism Co., 
a joint private and government enterprise set up to pro- 
mote travel to Biblical sites. 

Hilton has just started operating the Dead Sea Hotel 
near Jericho. At 1,300 feet below sea level, it claims 
to be the lowest hotel in the world. Another Jordanian 
hotel is under construction in Amman, the capital, on 
the highest point of the citv’s seven hills. 

Hilton is also negotiating with Jordan Hotels for con- 
struction of a hotel in the Jordan-held section of Jerusa- 
lem. It would be similar to Hilton hotels in Cairo and 
Istanbul. 

In Israel, Sheraton Corp. will complete its first venture 
outside North America and Hawaii next October. It 
will manage the Sheraton-Tel Aviv for the Hotel Corp. 
of Israel, owned by a group of U.S. businessmen, headed 
by Sidnev Stackler, of Chicago. Sheraton savs growing 
tourism in Israel is the reason for building the hotel. 
Of 90,000 visitors last vear, half were from the U.S. 


Russians Will Enter the “Moskvitch” 
In Contest for U.S. Small Car Market 


The Soviet Union’s trade offensive appears to be pick- 
ing up speed. So far limited to such activities as buving 
textile machinery and trving to sell watches, the Rus- 
sians now will attempt to sell cars in the U.S. 

Tass, Sovict government news agency, this week dis- 
closed that a Russian trade agency has signed a two-vear 
agreement with Andrea Motors, Inc., an auto dealer in 
Syracuse, N. Y. Andrea, headed by Robert Castle, will 
take 5,000 “Moskvitch” cars each year. 

The Moskvitch is a small four-seater—that sells in 
Russia for 25,000 rubles (about $6,250 at the official rate 
of exchange) and about $1,400 abroad. The car reportedly 
performs well on rough roads and in cold weather. 
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Since the Phoenicians first pushed 
their ships into the Mediterranean, en- 
terprising businessmen have been con- 
triving intricate international strategems 
to make money. But competitive, po- 
litical, and legal risks being what the 
are, these men have usuallv been re- 
luctant to expose their operations to 
public scrutiny. 

One such project will reach a high 
point in a few weeks, when an Argen- 
tine engineer opens a pipeline valve to 
give Buenos Aires its first stream of 
natural gas from the Campo Duran 
oilfields, 1,100 miles distant (map, 
lower right). 

Behind that turn of the hand are 
organizational and financial trails that 
lead over four continents. Rarely has 
a pipeline project sprouted so complex 
an organization (chart) or necessitated 
such elaborate financial maneuvers. 
¢ Prime Mover—The entrepreneur who 
put this together is Virgil Stark (pic 
ture), president of North American 
Utilitv & Construction Corp., of New 
York. He is largely responsible for the 
organization and financing moves be- 
hind the construction of a $200-million 
pipeline for Yacimientos Petroliferos 
liscales (YPF), the oil agency that is 






























































TOP MAN in Argentine enterprise, Virgil 
Stark, made rounds of European and U.S. 
banks to get cash and credit needed for job. 
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operated by the Argentine government. 

Stark leads a combine of his com- 
pany’s international affiliate and Fish 
Engineering Corp., of Houston, headed 
by Chmn. Ray C. Fish. This partner- 
ship carried through the pipeline financ- 
ing and construction without putting 
up more than a few dollars of its own 
money or assuming any of the financial 
risk. One U.S. banker privy to the 
affair calls it “the most ingenious, in- 
telligent, and audacious plan I have 
seen in 25 years.” 


|. Filling a Gap 


The Campo Duran project itself is 
older than Stark’s participation in it. 
rhe pipeline, longest in Latin America, 
is a vital part of Argentina’s plans for 
cconomic stabilization. 

The economic turmoil that was a 
partial cause of dictator Juan Peron’s 
fall in 1955 churned to full force in 
the vears that followed. ‘The nation 
was racked with inflation, government 
deficits, fast-dwindling foreign reserves. 
From 1955 to 1958 it accumulated a 
foreign trade deficit of over $1-billion. 
A prime cause was the import of oil, 
which in 1957 accounted for $317- 
million of a $355-million trade deficit. 
To offset this, the new government 
set out to develop the country’s own 
extensive oil resources. 

In 1957, the government authorized 
YPI to spend $250-million in foreign 
currencies and 4-billion pesos for pipe- 
lines, refineries, and other oil processing 
facilitics. In late 1958 Pres. Arturo 
Frondizi, overcoming strong ultrana- 
tionalist opposition, opened large areas 
of southern Argentina to foreign oil 
companies for exploration. Argentina’s 
aim is to become self-sufficient in oil 
in 1961, an exporter of oil by 1964. 
¢ Double Line—The Campo Duran 
pipeline alone, when fully operative 
at the end of this year, is expected 
to save the country annually $130- 
million in foreign exchange by cutting 
oil imports in half. Actually, it is two 
pipelines—one for natural gas, the other 
for liquid products. The gas line curves 
down from the nation’s northern edge 
to Buenos Aires, where 25% of the 
country’s population is concentrated. 
The product line runs parallel, but 
terminates at a refinery in San Lorenzo, 
on the Parana River west of the capital. 
¢ False Start—YPI had hired an Italian 
company, ‘Techint, to begin work on 
the pipeline in 1956. Techint got the 
product line built from the oil field 
as far as T'ucuman, but did no work on 
the gas line. 

While this work was still in progress, 
however, YPIF realized it couldn’t fi- 


The Fancy Financial Footwor 


nance the project to completion. It 
didn’t have the foreign currency to pay 
for equipment, materials, and machin- 
ery that were available only outside 
of Argentina. Nor could YPI’, an arm 
of the deficit-ridden Argentine govern 
ment, get foreign suppliers or finan- 
cial institutions to extend the 
sarv credits. It had only pesos for do- 
mestic expenditures. It needed an out 
side representative who would be abk 
to arrange for foreign credits privately. 


neces- 


ll. Getting Set Up 


In April, 1957, YPF turned to for- 
cign constructors to find one willing 
to undertake both the construction and 
foreign financing of the project. Since 
contractors are hardly in a position to 
extend $200-million in credit, — this 
meant the contractor himself would 
have to hunt up several financial insti- 
tutions willing to provide the neces- 
sarv credits to enable him to pav sup 
pliers for machinery, materials, and en 
gineering services. 

Obviously, this is not the wav con- 
tracts are usually let. Ordinarily, the 
customer puts up the funds from his 
own resources or borrowings and pays 
the contractor as he 
short-term credit. Yet a number of con- 
tractors were willing to bid for the 
Campo Duran job under the condi- 
tions imposed, because it was the only 
wav they could get the contract. 
¢ Competition— her several 
strong competitors for the job. One 
was a consortium of 22 British and 
U.S. companics, including Williams 
Bros. Co., of Tulsa, a leading pipeline 
builder. Another was Stark’s combine. 
His company, North American, had 
done previous pipeline work in Argen- 
tina, though not on nearly so large a 
scale. His partner, Vish Engineering, 
had built a $160-million pipeline from 
New Mexico to Oregon and Washing- 
ton in 1955 to bring gas to the Pacific 
Northeast (BW—May28'55,p68). 

The combine presented its bid 
through an outfit called Tipsa (Technica 
Industrial y Commercial Petrolera, 
S. R. L.). This joint venture of North 
American and Fish Engineering in At- 
gentina employs a number of ex-YPE 
officials and engineers with close gov- 
crnment connections. 
¢ Contract-In July, 1957, YPF 
awarded the contract to Stark’s com- 
bine. Stark says his group’s bid was 
about 10% below the competition’s and 
promised completion in 20 months in- 
stead of the consortium’s three vears. 

Announcement of the contract award 
brought a roar of complaints from un 
successful bidders. Several registered 


builds Or uses 


were 
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That Built an Argentine Pipeline 


; Do ase Mh ae 


A U.S. combine has just completed a $200-million pipeline 
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Here’s the complex it set up to cope with 
international financial and supply problems. 


The contract was awarded fo this group 


North American Utility & Fish Engineering Corp. pest age ar, 
Construction International Co. Houston, Texas North American 


which set up 


International Pipeline Constructors, S.A. (IPCO) 
in Panama for incorporation and tax reasons 


which contracted _ which contracted 


for Financing, Purchasing, Shipping for Engineering 


North American Utility International Fish Engineering International Co. 
S.A. in Panama in Panama 


which operated which operated 


| hich let subcontracts t 
In Europe thru In U.S. thru eee ee comracls tO 


North American zi ‘ 
Noricansa, S.A. : Fish Engineering Corp., Fish Northwest, 
Geneva Utility & Construction Co., ieuntets Houston 
New York 


for Financing & Construction Operations in Argentina 





Sociedad Argentina Obras Oleoductos y Gasoductos 
(SARGO) 
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THE SAGINAW ?”/, SCREW 


SAVED THE DAY 


WHEN... 


A Garland Telescopic Crane Had to Lift an Atlas Missile! 


“We were really up against it when we had to put up a 3-ton Atlas Missile for display 
at the World Congress of Flight in Las Vegas. Our telescopic crane was unable to 
“boom up” that much weight, with the high-friction threaded shaft we'd been using. 
Thanks to the competent assistance of your factory representative, and prompt 
delivery of the proper Saginaw Ball Bearing Screw, we licked the problem over a 
week-end. The Saginaw Screw’s 90%-plus efficiency actually tripled our crane’s 
boom-raising capability! It even brought us a second order from the Air Force. 
We're not only going to add Saginaw Screws to every new Garland crane, but install 
them in every one of the 1200 Garland cranes already in use!” says Carl Frye, 

Sales Manager, Garland Crane Co., Long Beach, California. 


Perhaps the Saginaw b/b Screw can give your products that 
greater Sales Appeal you're looking for. Want details? Just 
write or phone Saginaw Steering Gear Division, General 
Motors Corporation, Saginaw, Michigan—world’s largest pro- 
ducers of b/b screws and splines. 








x 
The Saginaw b/b Screw converts | 
rotary motion into linear motion 
with over 90% efficiency. Saves 
power, space, weight, gives day- 
in, day-out dependability. 
Boom used to raise Able 


into position for fastening 
onto Thor missile. 







A SIZE AND TYPE FOR EVERY NEED... 


Have been built as small as %&% in. B.C.D. and 12 
in, long, os large as 6 in. B.C.D. and 40 ft. long. 
Larger sizes can be built to your ordet 
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WORLD'S MOST EFFICIENT ACTUATION DOEVICE 7 (paring 
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dissatisfaction through paid advertise- 
ments in Buenos Aires newspapers, 
charging Stark’s group with foul play. 

The combine still had to put in three 
months of tough negotiations with YPF 
over contract details. “But we got a 
good contract,” says Stark. It is a 
tightly written document that protects 
the combine from developments beyond 
the control of the parties, such as po- 
litical upheaval or drastic changes in 
Argentine law. Each condition apply- 
ing to the contract is carefully spelled 
out, and increased costs resulting from 
deviations can be passed on to YPI* by 
the contractor. 

The two parties finally signed the 
contract in October, 1957. ‘Thev agreed 
that the combine would have one vear 
to arrange financing and that construc- 
tion would start in October, 1958. Ac- 
tually, four companies signed for the 
combine—North American — Interna- 
tional, Fish Enginecring and its sub- 
sidiarv, Tish Northwest, and ‘Tipsa. 
Although ‘Tipsa acted only as a repre- 
sentative of the U.S. companies, the 
combine wanted Tipsa in for political 
and public relations reasons. With 
“anti-Yanquism” almost always a con- 
cern in Latin America, a local partner 
helps smooth things over. 
¢ No Deposit—Immediately after sign- 
ing the contract Stark posted a $10.8- 
million guarantee with YPF that his 
group would complete the work satis- 
factorily and on time. ‘This Stark ar- 
ranged privately in dollars with a Swiss 
bank. 

Stark demurs on details, except that 
the arrangement did not include a 
deposit—a marked departure from nor- 
mal contracting practice in which the 
contractor obtains a “performance 
bond” valued at 10% to 50% of the 
contract from an insurance company. 
¢ Logistics and Credit—With the pre- 
liminarics out of the wav, Fish and 
Stark had to answer two questions: 
“How do we go about doing this job?” 
and “‘Ilow do we pav for it?” 

The actual construction of a_pipe- 
line, even such a long one, is not an 
overpowering task for experienced con- 
structors. But the logistics requirements 
of the Campo Duran project were 
immense. ‘The combine had to assem- 
ble $200-million worth of engineering 
brainpower, labor, materials, and equip- 
ment, and bring it in from many 
distant points. 

Tied to the logistics difficulties, and 
compounding them, were the financial 
aspects. Before they could buy and 
ship machinery, or steel pipes, the con- 
tractors had to establish the credit of 
a client with slim visible assets. More- 
over, it had to get funds in a_half- 
dozen currencies to pay for the ma- 
terial. It couldn’t buy everything in 
the U.S. because of the high cost of 
capital goods here. In Europe, the 
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America’s modern way of doing business 


gen ts 





1000 records a day—no longer a shipping problem for one of the world's largest transcription companies. 


Look what Raleigh ships by Air Express in one day! 


Raleigh makes transcriptions — recordings of advertising commercials and pre-recorded programs 
fo be broadcast from many radio stations. There’s no margin for error—one slip-up and the sponsor 
doesn’t get what he paid for. Only AIR EXPRESS gives Raleigh Records receipted, on-time delivery— 
overnight ... coast-to-coast. The big difference is AIR EXPRESS dependability. It’s the nation’s most 
complete air-ground shipping service. One phone call 

arranges everything—and AIR EXPRESS rates are low. . 

Use AIR EXPRESS—jet-age wings of modern marketing Al ® EXP ee ra SS 
—and you're FIRST TO MARKET... FIRST TO SELL. m EB 


CALL AIR EXPRESS DIVISION OF RAILWAY EXPRESS AGENCY ° GETS THERE FIRST VIA U. S. SCHEDULED AIRLINES 













Vore earth moved 
'n one load than 


50 men once did 


in a day 


This is just one example of 

/10w Clark machines bring mobility 
o the industries of the world... 
nobility that frees men for more 
iseful, less dangerous, more 
atisfying jobs than lifting, loading, 
ind lugging. There are many 

ther advantages. We’d be glad 


o tell you about them. 






















































materials were not available in any 
one country. 

¢ Maze—l'irst need was an organiza- 
tion. To give itself corporate status, 
the combine sect up International Pipe- 
line Constructors, §.A. (IPCO). Stark 
and Fish chose Panama for its head- 
quarters because that country has favor- 
able incorporation laws. It also has no 
tax on income from outside the coun- 
trv. As a good part of the combine’s 
profit generated in Europe, the U.S., 
and Argentina would later flow through 
IPCO, this tax advantage is obvious. 

Then the partners set up a maze 
of subcontractors and _— subsidiaries 
(chart, page 73). Stark explains that 
thev did this to divide up the specific 
jobs for the project. But the structure 
probably also serves to take best advan- 
tage of tax laws of various countries, to 
minimize political interference, and to 
provide necessary channels for remit 
ting profits. 

lhe two partners split functions into 
financing, purchasing, and shipping, 
which Stark handled, and engineering 
and construction, allotted to Fish. 
Stark was also charged with over-all 
supervision. ‘To do these jobs, cach or 
ganized another company in Panama 
North American Utility International, 
S.A., and Fish Engineering Interna- 
tional Co. 

Stark, as president of North Ameri- 
can Utilitv International, operated in 
Europe through Noricansa, S.A., of 
Geneva, an established subsidiary of his 
North American Utility & Construc- 
tion Corp., New York. IPCO author 
ized Stark’s New York company to carr\ 
on all financial, purchasing, and _ ship- 
ping operations in the U.S. 

For its part, ish Engineering In 
ternational placed enginecring subcon 
tracts with Fish Enginecring Corp., 
and its subsidiarv, Fish Northwest, 
both of Houston. 
¢ Argentine Setup—l’or construction 
and financing operations in Argentina, 
the combine, including Tipsa, set up 
Sociedad Argentina Obras Oleoductos 
v Gasoductos (SARGO), with Tipsa 
officials as managers. While not re- 
quired by Argentine law, a local com- 
pany was good politics. 

SARGO, in turn, Iet construction 
subcontracts to two more companics. 
Cogar, S.A., was organized by Fish 
engineers and Argentine interests to 
build the gas line. ‘Vechint, the Italian 
company that started the product line, 
got the contract to finish it. ‘Thes« 
companies were supervised by Fish 
Northwest's president, Richard D. 
Ricketts, for pipelines, and Fish Ingi- 
necring’s president, Curtis Ames, for 
plant installation. 

All this may look like a complete 


jumble—an organization man’s night 


mare. But it’s all sect up on the basic 


framework of only two U.S. companies, 


76 Business Abroad 








North American Utility & Construc- 
tion, and Fish Engineering, and thei 
Argentine adjunct, ‘Tipsa. 


lll. Maneuvering the Finances 


Wearing his various North Ameri- 
can, IPCO, and Noricansa hats, Stark 
began his maneuvers to obtain and 
pay for materials and equipment from 
outside Argentina. He appears not to 
have laid out a clear-cut strategy, but 
rather to have gone along bv seat-of- 
the-pants methods. Nevertheless, sey 
cral guideposts are discernible. 

¢ With the exception of the U.S., 
Stark dealt onlv with members of the 
“Paris Club”—a group of 11 European 
nations that got together with Argentina 
in 1957 to help it amortize its commer- 
cial indebtedness in an orderly mannet 
(hat agreement provided for free ex 
change of currencies. 

¢ He bought in countries wher 
he could get the « ipital goods he needed 
at the best price and fastest delivery, 
and whose governments had _ facilities 
for insuring credits for export 

¢ He went to banks that knew him 
and might be willing to take the risk 
he would ask of them 

Like most successful enterprencurs, 
Stark operated where circumstances fa- 
vored him. And where thev didn’t, he 
appears to have done his best to mak« 
the situation mect his needs 

Stark’s primarv weapons throughout 
these maneuvers seem to have been 
personal salesmanship, boundless energ\ 
and persistence, mastery of the innum 
erable details involved, and timing. His 
favorite expression in describing the end 
ing of a number of transactions is 
“Well, we made a deal with them.” 
He’s well equipped for this sort of ven 
ture, speaking several languages includ- 
ing Trench, Spanish, German, and 
Italian. 
¢ What He Worked With—YPI° had 
specified it would need six vears credit 
to pav for the pipeline. It figured two 
to three vears to build the pipeline and 
gct it working smoothly and three mor 
vears to pav for it from carnings and 
savings on foreign exchange. 

Through its bank, Banco Industrial 
de la Republica Argentina, YPF gave 
the combine’s holding company $154 
million worth of letters of credit, special 
promissory notes, and other instru 
ments of payment naming IPCO ben 
ficiarv. This made IPCO the recipient 
of funds drawn on YPF’s credit 

Of these credits, $115-million wer 
for European currencies, $39-million 
for U.S. dollars. YPI 
credits on the contractor's estimates 
where he could make the best bu 

In addition, SARGO in Argentina 
got $46-million for local expenditures 
making a total of $200-million. Of 
this, $180-million was for constru 


issigned the 
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Other package designs fabricated from 
acetate sheeting by J. E. Plastics 


Manufacturing Corporation, 
1780 Broadway, New York 19, N. Y. 
packagi 


Package for leading brush 

manufacturer displayed by 

Mr. Herbert Magnes, President of 
7 J. E. Plastics Manufacturing Corp. 
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“Our new Crystal Containers are a ‘natural’ for packaging 
products, both permanently locked-in or removable. The 
packages are sift-proof and pour easily,” says Mr. Herbert 
Magnes. ‘“‘We use acetate because of its sparkling, crystal- 
clear transparency. Acetate provides maximum visibility, 
assures strong and rigid cylindrical walls, and takes clear, 
sharp printing with transparent or opaque colors. Most 
importantly, it is economical—the cost of Crystal Containers 
is actually lower than any comparable package on the market.” 

Acetate makes possible the unique J-E method of fabricat- 
ing Crystal Containers without using any cement or adhesive. 
For packaging popular priced products: bath salts, face 


"J. E. Plastics uses Celanese Acetate sheeting to 
fabricate new, sift-proof (Orystal’ Containers” 


powders, crystals, capsules, pills, etc., these sift-proof trans- 
parent acetate containers are ideal. J. E. Crystal Containers 
with other types of locked-in or removable tops, are the 
choice for packaging various products—from baby clothes to 
bobby pins, from cosmetics to hardware, etc. Acetate sheeting 
can be thermoformed using automatic machinery to achieve 
high rates of forming, filling and sealing. For information on 
the properties and thermoforming of acetate sheet and film, 
write to: Celanese Plastics Company, a Division of Celanese 
Corporation of America, 744 Broad Street, Newark 2, N.J. 
*p 


Celanese® atent Pending 


Canadian Affiliate: Canadian Chemical Company Limited, Montreal, Toronto, Vancouver 
Export Sales: Amcel Co., Inc., and Pan Amcel Co., Inc., 180 Madison Avenue, New York 16, 


packaging plastic 
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paces vigorous 





(Advertisement) 


Florida!» 


eoe COMStruction paces vigorous growth 


A BILLION-AND-A-QUARTER DOLLARS 
worth of private building construction 
in 1959 reflects the speed of Florida’s 
growth and the extent of the state’s 
industrial and commercial expansion. 

A hundred-and-thirty-thousand men 
and women—more than ten per cent 
of total employment in the state’s non- 
farm establishments—are engaged in 
contract construction. This is more than 
double the ratio for the country as a whole. 

Increases in construction totals in 
Florida have been steady for many 
years, and the first nine months of 1959 
volume showed a 13.7 per cent rise over 
the same 1958 period. 





PER CAPITA BUILDING CONSTRUCTION 
authorized by permit (Private Non-Farm) 





$300 


$200 





$100 




















1957 1958 1959* 
FLORIDA” U.S. * Estimated 
Source: University 


HOME BUILDING SETS NEW RECORDS 


As industry in Florida grows and popu- 
lation rises, demand for new homes 
increases. Over 90,000 housing units 
were authorized in the state in 1958. 
They represented a per capita invest- 
ment of $182. The per capita invest- 
ment for the country as a whole during 
the year was $59. Yet housing in Florida 
has barely kept pace with the state’s 
growth in population, which rose 72 
per cent between 1950 and 1959. 
Much of the residential construction 
is directly linked with the state’s indus- 
trial growth. As manufacturing centers 
rise near the major cities, Florida 
builders anticipate the needs of the 
workers and plan homes for them. Not 
infrequently, these plans take the form 
of self-contained communities with 
several thousand residents. 


EXTENSIVE FACTORY CONSTRUCTION 
Industrial construction itself is a major 
factor in the Florida picture. New fac- 
tories are going up in all parts of the 
state. In Panama City, Bradshaw Steel 
and Forge Company completed a steel 
flange and fittings plant in September. 
In Palm Bay, Radiation, Inc., is adding 
104,000 square feet of space to its 
electronics equipment facility this year. 


of Florida and U.S. Dept. of Labor 











More than 2,100 new manufacturing plants 
or expansions have been announced in Florida 
in the last three-and-one-half-years. Shown 
here: Construction on Thatcher Glass Company 
plant in Tampa. Manufacture of glass is among 
industries benefiting from statewide distribution 
of natural gas which began last June. 


Jos. ScHLITZ BREWING COMPANY 
opened a $20 million brewery in Tampa 
last spring. In August, Anheuser-Busch 
Brewing Company announced a $5 
million addition to its facility completed 
only two months earlier. 

In announcing plans for a new plant 
in Miami, Anodyne, Inc., cited low 
Florida building costs. E. T. Turney, 
Jr., president of North Shore Name- 
plate, Inc., a division of Anodyne, said, 
**Extensive studies reveal that a savirfg 
of about 18 per cent in costs is possible 
in Florida and a similar economy can 
be achieved in year-round maintenance 
and operating expenses.”’ 


HALF A BILLION FOR POWER PLANTS 


Florida’s four major power companies 
spent $152 million for construction in 
1958—have announced plans to spend 
almost half-a-billion in 1959-61. 

New contracts for road and highway 
construction set a record of $133 million 
in the last fiscal year and are expected 
to be even larger this year. 

Hotel, motel and apartment building, 
while only 11 per cent of the residential 
total, was $91 million in 1958. 


ee 


Clean-cut new office buildings are rising on the 
Florida skyline. Shown here: Work on Atlantic 
Coast Line's multi- million-dollar structure in 
Jacksonville. Early this year, ACL headquarters 
will be moved from North Carolina, adding 1,200 
persons to Jacksonville's payrolls. 


SUPPLIER INDUSTRIES PROSPER 


Construction in Florida provides a sound 
basis for hundreds of supplier industries. 
A1tR CONTROL PRopucTSs, INC., 
Miami, employs 900 in the manufacture 
of aluminum jalousies, sliding windows 
and doors, and tub enclosures. 
ARMSTRONG CorRK COMPANY last year 
added 40,000 square feet of space to its 
Pensacola plant for the manufacture 
of ceiling tile. Florida Steel Corporation, 
Tampa, expanded last year, now em- 
ploys 700 in structural steel fabrication. 
DupLeEY Lock COMPANY opened a 
plant in Vero Beach last summer. 
MAULE INDusTRIES, INc., employing 
950 in Miami, is one of many Florida 
firms producing concrete, concrete 
blocks and similar products. 


FLORIDA BUILDS ON SOLID GROUND 


The high level of construction in Florida 
is based on the state’s diversified growth. 
Manufacturing employment has more 
than doubled during the last decade. 
This compares with a national increase 
in manufacturing employment of ap- 
proximately fourteen per cent. 
In number of new corporations. 
Florida ranks third in the nation, 
Foreign trade by vessel through the 
state’s 13 deep water ports increased 
61 per cent between 1954 and 1958. 
Cash farm income in Florida rose 
42 per cent between 1950 and 1958. 
Value of production of mines gained 
27 per cent between 1955 and 1958. 
Personal income rose from $3.632 
billion in 1950 to $8.334 billion in 1958. 


This new drawbridge at Hallandale will span the 
Intracoastal Waterway which stretches from Key 
West to New Jersey. 


WRITE FOR INFORMATIVE SURVEYS 
This is the 14th in a series of indus- 
trial advertisements. A file folder, Profile 
of Progress, is available through the In- 
dustrial Services Division of the Florida 
Development Commission, covering: 


Markets, Manpower, Transportation 
and Ports, Climate and Living Con- 
ditions, Taxes and Government, 
Research, Materials and Resources, 
Power and Water, Industrial Growth. 


The Industrial Services Division will 
assist in screening available plant sites 
throughout Florida without revealing 
company identities. It will gladly pro- 
vide concise facts and information 
tailored to the needs of any company 
which is interested in Florida as a 
possible location. All inquiries will be 
held in strictest confidence. 

Write today to B. R. Fuller, Jr., 
Executive Director, Florida Develop- 
ment Commission, 3903-6 Carlton 
Building, Tallahassee. 


See industrial Florida for yourself. 
Write State of Florida, Dept. B, Carlton 
Building, Tallahassee, for new, 100- 
page color Vacation Guide Book to 
help plan your Florida tour. 




















This $5,000,000 fire 
might have been prevented with a 
steel pipe sprinkler system 


When these New England buildings 
burned to the ground, $5,000,000 went 
up in flames. Yet how different the 
ending could have been if a steel pipe 
fire sprinkler system had been installed 
and the fire checked at its inception. 

Yes, it pays to have an automatic 
sprinkler system in any building 
store or warehouse, hospital or hotel, 
theater or school. As to cost—insur- 
ance premium savings often more 
than pay for the system’s installation. 


Backbone, of course, of fire sprinkler 
systems is dependable steel pipe. 
Building owners, architects, engineers 
and contractors know that low-cost, 
easily-worked steel pipe provides last- 
ing and dependable service. That’s 
why steel pipe is first choice for fire 
sprinkler systems, electrical conduit, 
vent and drainage lines, structural 
uses, radiant heating, snow melting, 
refrigeration, ice making and gas, air 
and water transmission lines. 





* Low cost with durability 

¢ Strength unexcelled for safety 
« Formable—bends readily 

« Weldable—easily, strongly 





STEEL PIPE IS FIRST CHOICE 


* Threads smoothly, cleanly 

* Sound joints, welded or coupled 
* Grades, finishes for all purposes 
* Available everywhere from stock 


INSIST ON PIPE MADE IN U.S.A. 








COMMITTEE ON STEEL PIPE RESEARCH 
150 East Forty-Second Street « New York 17, N.Y. 
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tion and $20-million for financial 
charges. In the end, the project will 
cost about $206-million, with adjust- 
ments for various price increases. 

e Financial Rounds—IPCO invested 
Stark with full powers-of-attorney so 
he could freely place YPF’s instru- 
ments of payment. Starting in Paris, 
Stark and his principal negotiating 
assistant, Marcel Degraye, began mak- 
ing the rounds of European financial 
centers. ‘They approached banks that 
were big cnough to put up the large 
amounts of credit needed, ones with 
experience in complicated international 
finance, and those with which Stark 
had dealt before. 

Stark couldn't get every bank he 

approached to accept YPF’s instru- 
ments of payment as a basis for credit. 
Some pointed to Argentina’s precarious 
economic position and doubted that 
YPF could meet its obligations if the; 
granted loans. Stark declines to name 
the banks that turned him down. He 
chuckles, ““You don’t tell your wife 
about the girls you knew before you 
were married, do you?” 
e Insurance—But Stark convinced a 
number of banks that their risk in 
taking YPF’s notes would be small. A 
primary persuader here was government 
insurance of the credits. Most West 
European governments have facilities 
for this, to encourage export of capital 
goods. ‘Thev are patterned after Britain’s 
Export Credits Guarantee Dept., which, 
under a standard policy, will reimburs¢ 
a British capital goods exporter up to 
85% of a shipment’s value should the 
buyer fail to pay. 

Stark was able to get such govern 
ment agencies as France’s COFACI 
and West Germany’s HERMES to 
guarantee the credits by showing them 
how much business it would bring to 
suppliers in their countries. 
¢ Recession Aid—This was during the 
1957-58 recession, and suppliers wert 
more than usually eager to sell. And 
banks wanted to put money to work, 
which helped influence the government 
insuring agencies. Stark concedes that 
the recession was some aid. ‘‘With to 
dav’s conditions, I wonder if we could 
do it again,” he muses. 

Among the banks that extended 
credit to YPI were Credit Lyonnais 
in France; Dresdner Bank in West 
Germany; Banca Nazionale del Lavoro, 
Banca Commerciale Italiana, and Banco 
di Roma in Italy; Bank of London 
and South America in England; and 
Union de Banques Suisses Handels- 
finanz and Leubank in Switzerland 
¢ Key Piece—Apparently, setting up 
these government-insured credits was 
the essential piece of the puzzle. W hil 
plenty of difficulties still loomed ahead, 
once these transactions got moving. 
other pieces fell into place. Govern 
ment-backed credits appear to have 
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made those not covered with insurance 
more willing to go along. 

It took Stark two to six months to 
arrange cach of dozens of transactions 
in Europe and the U.S. Each order had 
to be separately negotiated with the 
supplier, bank, and government credit 
guarantee department. This meant 
scurrying back and forth among the par- 
ties concerned until all were agreed. 

hen Stark, or his delegate, Nicholas 

Caranfil, of Noricansa, would place a 
firm order. ‘The supplicr, upon ship- 
ment, would present a shipping docu- 
ment to IPCO or, in some cases, di- 
rectly to the bank. IPCO would then 
assign YPF’s credit instrument to the 
supplier, who would be paid in full by 
the bank. 
e U.S. Task—In the U.S., Stark had 
an even more formidable test. He 
couldn’t get in the U.S. the same gov- 
crmmental guarantee he got across the 
Atlantic. ‘The Export-Import Bank in 
Washington generally provides this serv- 
ice to encourage U.S. capital goods ex- 
ports—but not for foreign government- 
owned oil monopolics. 

Nevertheless, Stark was able to a 
range with several U.S. banks, including 
Chase Manhattan Bank and First Na- 
tional City Bank in New York, and First 
National Bank of Boston, for $39-mil- 
lion in credits similar to those he set up 
in Europe. 

One U.S. financier reports that Stark 
was able to get what he did here by im 
pressing bankers with the “great deal 
of research he had done, his extensive 
knowledge of payments and currencies, 
and his belief in the pipeline as a worth 
while project.” 
¢ Cold Cash—But Stark needed more 
than credit. He needed about $$-mil 
lion in cold cash in European curren 
cies for downpavments required by gov 
crmment insurance agencies. And the 
$39-million in U.S. credits on YPI 
which he placed with U.S. banks wasn't 
cnough to buy pipe and heavy construc 
tion equipment he needed from the 
U.S. That would take an additional 
$29-million. 

Stark won't divulge all the involved 
details of how he obtained this moncv. 
Basically, for his European cash needs, 
he got certain European banks to give 
him cash in local currencies in ex 
change for some of YPF’s instruments 
of pavment. To get U.S. dollars, he 
persuaded European banks to set up 
letters of credit in U.S. banks amount- 
ing to $20-million, against which he 
could draw to pay U.S. suppliers cash. 
\nd he talked several U.S. suppliers 
into accepting about $9-million more of 
YPI’s credit notes. 
¢ Roundabout Routes—With all this, 
Stark still didn’t have enough to buy all 
he needed from the U.S. So he per- 
suaded some U.S. manufacturers to li- 
cense European producers to make U. S. 


BUSINESS WEEK e Feb. 6, 1960 














“THE 
DEVELOPMENT 
OF EMPLOYEES 
CANNOT 
BE LEFT 
TO CHANCE” 


This statement from a board of leading management executives drama- 
tizes the need for proper employee training in business and industry. 

Training increases the skill and confidence of employees. The result 
is better workmanship. higher output and consequently more economical 
operation with less supervision. 

For this reason progressive companies now devote as much attention 
to in-plant. job-related training for employees as they do to the installa- 
tion of new machinery and equipment. 

Because the essential fact is today production efficiency depends on 
employee performance. 

Leader in the field of organized training for business and industry is 
International Correspondence Schools. For over 60 years I.C.S. has 
worked with management in developing specialized, tailor-made training 
programs to fit every need — from apprentice training to management 
development. 

The I.C.S. approach to training is realistic and flexible. The methods 
used are practical. The goal is always improved performance and proper 
upgrading —to prepare the right person for the right job. 

Whatever your company’s present training program, or needs, I.C.S. 
can offer valuable assistance. All I.C.S. facilities and services are avail- 
able without obligation—to aid in analyzing and developing specialized 
training programs tailored to fit your firm’s requirements. 

If you would like to know more about the advantages of I.C.S. Train- 
ing. mail the coupon for your free copy of the booklet, “The Training 
Job and How to Meet It.” Or. if you have a particular question, a 
qualified 1.C.S. Representative will be happy to discuss it with you. 


INTERNATIONAL CORRESPONDENCE SCHOOLS 


Co-operative Training Dept. BW-5, Scranton 15, Pa. 


Please send me your FREE 28-page booklet. “The Training Job and How to Meet It.” 


Name ee ae a : —— = Title ae 
Company ee , ss ee = 5 
Addre ss ee . = — _ a = - 
City a an Zone State es —— 


Business Abroad 









81 





82 


A MARVELOUS RECORD OF 
“HAVE DONE" 





HUNDREDS OF JOBS BETTER 


AT LESS COST! 
Take it from owners who know what Massey-Ferguson Indus- 
trial Equipment CAN DO! 


It has a marvelous record of saving money, and _ in- 
creaing efficiency for contractors, public works departments, 
plants, plumbers, and a host of other industries who use 
material handling and earth moving equipment. All Massey- 
Ferguson equipment is designed to provide maximum ver- 
satility and maneuverability. This Massey-Ferguson 204 
(above) for instance, is the only tractor in the 40-h. p. class 
that has Instant Reverse and Torque Converter. All attach- 
ments — such as the famous Massey-Ferguson Loader and 
Backhoe — are designed to work as a unit with the tractor. 
And, there are many multi-purpose attachments for every 
Massey-Ferguson unit. If your firm uses tractor shovels, in- 
dustrial tractors, fork lifts, loaders, or backhoes, you had better 
see your Massey-Ferguson Industrial dealer today! 


oka eT ANT 


features REVVER 


Instant Reverse is an exclusive feature of Massey-Ferguson Tractor 
Shovels and Industrial Tractors. It lets you move forward or back with 
foot pedal control. No shifting. . .no clutching. . .no levers to pull. 

A real convenience and time-saver on any job. 


Why Wait? Make a Date — We'll Demonstrate! 


MASSEY-FERGUSON INDUSTRIAL DIVISION 
Block 1000 South West St., Wichita 13, Kansas 


Producing Sizeable Power for the “Sensational 60's” 
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items in Europe—so he could buy them 
for European currencies. Among thos¢ 
who went along was Clark Bros. Co., 
of New York, which licensed Ets. Du- 
jardin & Cie., of lrance, and Cantieri 
Navali Riuniti, of Italy, to make com- 
pressors. 

Another hurdle was that Austrian sup 
pliers of steel plate would accept YPI" 
credit notes for only 12,000 tons of the 
46,000 tons Stark needed. But Stark 
found a Japanese company willing to 
sell, so he ordered the rest from it. He 
gave a West German bank YPI’s in- 
strument of payment; it paid the Japa 
nese in yen and will be repaid by YPI 
in marks. 
¢ Final Coup—By July, 1955, most of 
the orders had been placed and arrange- 
ments for payment made. Stark won't 
attempt to count the number of calls 
he made to conduct the negotiations 
but says “there must have been hun 
dreds. One time, I saw six people in 
Paris in the morning, flew to Geneva 
for more conferences in the afternoon 
and evening, and then flew to London 
for meetings the next morning.” 

Ihere was one more coup. Although 
YPI was responsible for paving for 
ocean shipping, the contract stipulated 
that Stark would arrange for it. Stark 
broke the shipping conference rates and 
claims he saved YPF a tidv $12-million. 
l'o do this, he went outside the con- 
ference to hire ships. As this was the 
middle of the recession, this hurt ship- 
pers more than it ordinarily might. So 
the conference shippers fell into line, 
reducing rates to a level where YPF had 
to pav only one-third of the prevailing 
rate, according to Stark. 


IV. Cashing In 


Many people made much money on 
this project, which was expensive. A 
similar line in the midwestern U.S. 
would have cost something like $125- 
million to $150-million instead of 
$206-million. The cost of financing was 
perhaps the largest single item pushing 
the ticket up. It added 7% to 10% 
on each purchase. 

Che bulk of IPCO’s profit came from 
these purchasing transactions. It got 
the difference between the amount of 
the instrument of payment, less insur- 
ance and financial charges, and the price 
paid the supplicr. Other profits came 
from fees paid to Fish Engineering and 
North American Utilitv & Construction 
and their subsidiaries for their services. 

IPCO made a nice profit on this proj- 
ect, but Stark won’t disclose how much. 
He savs he’s not exactly sure how much 
they made nor how much thew ll have 
left after taxes. Most of the profit is 
concentrated in IPCO’s operations and 
will be remitted to the U.S. through 
IPCO. Stark hopes to be taxed on cap- 
ital gains on a good part of it. END 
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power lives... 


it takes specialists to keep it alive 


The Hartford Steam Boiler Inspection and 
1Gat-jep web eteicm @rodeetersbed melee Mpetch a lobetayvslel-lobuct. bet 
ization of specialists in the exacting field of 
inspecting and insuring power equipment. 
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field inspectors, its engineering staff, its 
underwriters, its special agents and claims 





people—all have but one purpose: to protect 
you against loss from accident to your boil- 
ers, pressure vessels, turbines, engines, elec- 
trical and refrigerating equipment. When 
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this company you know you have the best. 
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Chevrolet Corvette 


Ford's New Comet: Still More 


In the office that once was the throne 
room of Henry Ford—the man who 
built his empire on a single car that 
was all things to all men—a suave Ford 
\lotor Co. vice-president concedes that 
Detroit no longer is cocksure about its 

ustomers or their tastes. 

“A few vears ago,” savs Ben D. Mills, 
general manager of the Lincoln-Mer- 
curv Div., “‘we used to have pat answers 
for everything—now I come armed with 
more questions than answers.” 

Ford is not the only member of the 
Big Three that’s mulling over how it 
can design a car for consumers who 
seemingly change their tastes between 
the time when product planners set a 
goal and the time, two or three vears 
later, when the car goes on sale. 

Over in the ancient Dodge Bros. 
plant in Hamtramck, built before 
Chrysler Corp. was formed, Dodge Div. 
general manager M. C. Patterson muses 
over a question about small-car buvers’ 
demands and says with a still detectable 
burr: “If I could answer that question, 
I'd feel r-t-real good. All we can do is 
be ready to move into the market 
when we find out.” 
¢ New Comet in Orbit—The question 
of what auto buyers want is of par- 
ticular concern this week to Mills of 
Lincoln-Mercury, as he shows off the 
new, smaller Comet (cover) which his 
dealers will put on sale Mar. 17. 


84 WVarketing 


Chevrolet El Camino 


Before the end of the vear, Patter- 
son’s Dodge dealers and GM’s Buick, 
Oldsmobile, and Pontiac dealers will 
also be testing the compact market 
with new—and different—cars. They all 
feel that the small cars already being 
gobbled up by the public are not the 
last word or the sole answer. 

The Ford Falcon, Chevrolet Cor- 
vair, and Chrysler Valiant (BW —Oct. 
3'59,pl02) are not, strictly speaking, 
comparable with each other in either 
price or design—at least not when vou 
consider the sameness of the Ford, 
Chevy, and Plymouth in recent vears. 

Now the second generation of the 
Big ‘Three's smaller cars—led by the 
“luxurv’” Comet—will carry this deter- 
mination for variety even further. 
¢ New Approach—There are indica- 
tions that U.S. auto makers are con- 
sidering even more radical lures to en- 
snare the clusive car buver. 

lord sees an emerging “segmented 
market” as the reason for the variety 
and number of new small cars. Some 
executives say the move into such cars 
is also a means of giving every medium- 
price dealer a car to sell in the ‘“‘vol- 
ume” market. Others contend it is a 
sign of experimentation in an unknown 
market segment and that, once a defi- 
nite trend is discovered, all auto mak- 
crs will rush to conform to it. 

Whatever the reason, there is little 


A smaller car for every taste 









Ford Thunderbird 





doubt the introduction of the Comet 
marks a new cra in Detroit: a smaller 
car for every customer. 


|. Ford’s Segmented Market 


Ever since Ford Div.’s surprising 
success in 1958 with the four-place 
Thunderbird—marketers planned on 
30,000 sales the first vear, actually 
reaped 45,000, and last vear counted up 
70,000—Dearborn’s auto men _ have 
been talking about the 
market.” 

Their words were backed bv the 
spectacular rise in station wagon sales 
—from something under 3% of the 
market in 1951 to about 17% last vear. 
And American Motors Corp. put its 
revamped 100-in.-wheelbase Rambler 
American on sale in 1958 with the 
hope it would sell 10,000 units; last 
vear, the volume was 10 times that. 

‘¢ Special-Use Cars—Even specialized 
vehicles with limited markets have 
proved successful for their makers. Con- 
sider the Ford Ranchero, a pickup truck 
with a passenger car front. Ford intro 
duced it in 1957 and quickly estab- 
lished a market for about 25,000 units, 
although when Chevrolet came out with 
its competitive FE] Camino, the total 


“segmented 


market for such vehicles never did rise 


much above 35,000. 


The growth of a solid multiple-car- 
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Ford Falcon 


Variety 


family market in the last five vears 
strengthened Ford’s analysis of a spe- 
cial-use, or “segmented,” market even 
further. Ford vice-president and di- 
rector of stvling George W. Walker 
put it this wav: “We're drifting away 
from the idea that one car has to serve 
every purpose.” 

So the Falcon was brought out as a 
utilitarian, sheer economy car, princi- 
pally aimed at the second and third car 
market. ‘Vhe Corvair was directed more 
to the driving enthusiast, and the Val- 
iant to the one-car, economy market. 
¢ New Concept—IThe Comet, though, 
is something else. It stresses elegant in- 
terior trim, easier riding, and “big 
car” stvling, while clinging to the 
Falcon’s economy. Rather than being 
a “medium-priced” compact, the Comet 
will cost only $85 more than compar- 
able Falcon models (thus selling for 
about the same as the Valiant). 

The lowest-price Comet, a two-door 
sedan at $1,998 (plus taxes and_ ship- 
ping), is marked lower than 10 models 
of other compact cars, Lincoln-Mercury 
claims. It is also below the cheapest 
price for the standard-sized Ford, Plvm 
outh, or Chevy. The highest Comet 
label price is on the four-door station 
wagon—$2,365. 

Although utilizing the same mechan- 
ical components, door stampings, and 
passenger space as the Falcon, the 
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Chevrolet Corvair 

















Chrysler Valiant 


Comet (at 195 in.) is about a_ foot 
longer, has +44 in. more wheelbase 
(114 in.), and a larger trunk. The en- 
gine is a conventional six, with 90 hp. 

Ihe rationale for such a “luxury” or 
“high-stvle’” compact car, according to 
Herbert Fisher, manager of marketing 
research for Lincoln-Mercury, is this 
“We expect the Comet will have ap- 
peal for people to whom the Valiant, 
Corvair, and Falcon have not appealed 
It’s been demonstrated there are people 
who'll pay more for other values—in- 
cluding intangibles like — stvling—par- 
ticularly buvers of cars in the upper 
price ranges. 
¢ Almost by Itself—Thus, it’s expected 
that the Comet will appeal to women, 
higher-income groups for a second car, 
and white-collar groups. “In our prod- 
uct planning, we recognized economy 
as the dominant factor,” Mills ex- 
plains. But, as the Mercury is to the 
lord, it was felt the Comet should be 
fancier than the Falcon. 

The only other domestic entry in the 
luxury compact field at present is Amer- 
ican Motors’ Ambassador, the 117-in.- 
wheelbase successor to the old Nash 


wnd Hudson big cars. Although sales 
of the Ambassador (about 25,000 in 
1959) have held at 6% of AMC’s to- 
tal in spite of efforts to boost them, 
lord executives are hopeful of reaching 
an annual volume of 125,000 Comets. 
¢ The Competition—The luxury com- 
pacts vet to come from Ford’s com- 
petitors apparently will differ from both 
the Comet and the Ambassador. 

The Buick (possibly named “In- 
vader”) and Olds cars probably will 
have a 112-in. wheelbase, a_ front- 
mounted aluminum-block V-S engine, 
and a transmission combined with dif- 
ferential on the rear axle (‘transaxle’), 
and will utilize some Corvair body 
components. The Pontiac entry ap- 
parently will be smaller and mav even 
have a new 4-cyl. powerplant. 

The small Dodge (possibly named 
“Warrior’), on the other hand, will 
reportedly be a slightly larger, more 
de luxe version of the Valiant, much 
as the Comet is to the Falcon. The 
Dodge compact will probablv be priced 
$100 over the Comet, and the Buick 
and Olds cars, $200 higher. If the 
Pontiac does come out with a four, it 
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NEW YORK STATE 


OFFERS YOU... 


unlimited opportunities, regardless of the 
size of your business. There are more 


large and small manufacturers in 
thriving area than in any other state. 


EXPERIENCED... 


Marine Midland bankers can help 
do better business in New York State. 


reason: “home-town” knowledge of local 
business conditions, backed by the exten- 


sive resources of a family of banks. 


11 banks with 171 offices 
serving 95 communities. 











this 


you 
The 


New 


The Marine Trust Company of Western New York—Buffalo * The Marine 
Midland Trust Company of New York—New York 
Union Trust Company—Rochester * Marine Midland Trust Company of 
Southern New York—Binghamton-Elmira * Marine Midland Trust Com- 
pany of Central New York—Syracuse * Marine Midland Trust Company of 


the Mohawk Valley—Utica « The Northern New 


Watertown * Chautauqua National Bank of Jamestown—Jamestown * The 


Manufacturers National Bank of Troy—Troy * 





City * Genesee Valley 


York Trust Company— 


Marine Midland Trust 


Company of Rockland County—Nyack * Auburn Trust Company—Auburn 
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Members Federal Deposit insurance Corporation 





might cost less than the Falcon and 
Corvair. 

All these cars point to separate mar- 
kets—perhaps more “splintered” than 
“segmented.” 


ll. The Dealers 


The rapidly shrinking market for 
medium-priced cars and the resulting 
squeeze on their long-established deal- 
crs are also solid reasons for the Big 
[hree to bring out a second round of 
small cars. 

“Traditionally, Ford, Chevrolet, and 
Plymouth have provided the mass 
economy transportation,” points out 
Mills. ““lhe medium-price dealers have 
never tried to do this.” 

Now that the low-priced brands have 
been upgraded to medium price, he 
asks: ‘““Why do the traditional medium- 
price dealers have to be tied to the past 
in a market that is boiling?” 

“We decided to move in,” adds 
Richard E. Kimball, Comet planning 
manager. 
¢ Wide Range—With the Comet, the 
Lincoln-Mercurv Div.’s 2,600 dealers 
will be able to sell cars with price tags 
in a continuum from the Ford imports 
at $1,600 to Continental ‘Town Cars at 
$10,000. Most Mercurv dealers will get 
the Comet franchise. ‘The exceptions 
are chiefly those who are already dualed 
with Ford (and thus Falcon) or with 
non-l‘ord compacts, and those who are 
financially unable. 

Although manv of General Motors’ 
Buicks, Olds, and Pontiac dealers are 
dualed with either Chevrolet or Cadillac 

especially in smaller towns—those who 
don’t have the Corvair are clamoring for 
a lower-priced entry. 

Dodge, too, is feeling the pressure 
since Chrvysler’s other two car-selling 
divisions are handling the Valiant. The 
new Dart was designed as a replacement 
for Plymouth with Dodge dealers and 
was aimed at the low-price market that 
had been selling about 60% of all cars. 
Now Dodge officials can see that the 
consumer was one step ahead, and the 
former low-price market may be shrink- 
ing while that for compacts rises 

Big ‘Three imports have not filled the 
demand in this price class, either. Sup- 
ply has been limited, and Mercury, 
Buick, Pontiac, and Dodge dealers feel 
there are many potential buyers in this 
class who don’t want to buy a foreign 
car. 
¢ Getting Competitive—The _ signifi- 
cance of compact cars for all the me- 
dium-price dealers is that all dealer 
bodies will soon be competitive. T'or- 
merly, Ford and Chevy dealers sold 
low-price, Mercury and B-O-P dealers 
the mediums. Then Ford and Chevy 
upgraded into the medium area with 
Thunderbirds, Galaxies, and Impalas. 
Now the medium-price dealers are com- 
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if you spend more than *100 per week 
for paint or other coatings, you should 


find out about... 





The Nordson Hot Airless System 
can save you up to 30% on paint 
or other coating materials and 
on labor too! Less expensive 
spray booths and exhaust sys- 
tems are needed. Clean up and 
housekeeping costs are reduced 
and at the same time finishing 
quality is improved. 

Find out how Nordson Hot Air- 
less can pay off for you, in sav- 
ings and in improved quality. 
Write today! 

NORDSON CORPORATION 
17 Jackson St., Amherst, Ohio 


a - — 


NORDSON HOT AIRLESS 
SPRAY PAINTING 
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it’s fun to live and work on the . . . 





Mississippi's Gulf Coast offers every- 
thing to make life more fun—mild climate, 
plenty of recreational facilities, excellent 
living conditions, beautiful scenery—plus 
intelligent labor, abundance of water and 
power, good transportation, an expand- 
ing market. Come to the Coast! 










Get the full industrial story about | 
the Mississippi Gulf Coast—by | 
sending this coupon to the Cham- | 
ber of Commerce of one of the 
cities listed below— | 
| MAIL THIS COUPON NOW: | 
Name .....-++:. | 
Address ...... | 
| Cit BILOXI 
st : a GULFPORT | 
| _ j LONG BEACH | 
PASS CHRISTIAN HC 60-BW | 
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Here’s how advertisers 
of business goods and 
services evaluated gener- 
al-business and news 
magazines in 1958: 
Advertising Pages — 
Business Week carried 
twice the total of any 
magazine in its field. 
Number of Advertisers 
Business Week carried 
over 200 more advertisers 
than any other general- 
business or news maga- 
zine. 

Number of Exclusive 
Advertisers — 

Business Week carried 
more exclusive accounts 
than the three leading 
general-business maga- 
zines combined, nearly 
twice the total of any 
management magazine. 





ing down the scale to fight for sales. 

Chrysler Corp. dealers had a some- 
what different problem with too many 
dealers trying to carve up Plymouth’s 
traditional market share, but that is 
now changed with the new dealer align- 
ments. Chrysler dealers, too, will 
be selling different products through 
the whole range, against each other and 
competitors as well. 


lll. Over the Horizon 


Early sales reports on the Corvair and 
Falcon, though still preliminary, are 
reinforcing Big Three product planning 
efforts for small cars while posing new 
problems. 

The most meaningful trend is that 
the compacts are responsible for very 
high levels of conquest sales—in which 
buyers shift manufacturers. ‘This indi- 
cates that long-standing product loval- 
ties are being shaken by the new cars, 
and the field is presumably wide open 
for other products. 

By the same token, it is obvious from 
sales figures on the Ford and Chevrolet 
small cars that substantial numbers of 
new customers are being generated— 
those who’ve never owned any car be- 
fore, those who formerly bought used 
cars, and those who are apparently buy- 
ing a second or even third car. Market 
researchers at the auto companies be- 
lieve this may prove both the segmented 
market theory and the validity of the 
economy car objective. 
¢ What Next?—Nevertheless, no clear 
trend to a particular product is yet dis- 
cernible, and this worries executives who 
must make decisions now for 1961 and 
1962 models. Should thev offer more 
power, or less? Utility or luxury? Is a 
substantial annual model change de- 
manded? Will engineering novelties 
such as the Corvair rear engine or 
the old stand-bys ‘have most appeal? 

For instance, there’s much talk in De- 
troit these days that Ford is readying a 
Volkswagen-sized car, as well as a much 
smaller Continental. 

“In the next 18 months or so, the 
American consumer is going to cast a 
lot of votes,” says one auto company 
trend-watcher, “‘and in five vears, differ- 
ences in the cars will be shaken out.” 

Some, like Dodge’s Patterson, are not 
sure the compact car market will con- 
tinue to grow. They think it could 
quickly reach a plateau. 

Mills, like American Motors Pres. 
George Romney, sees the compact mat- 
ket as growing and taking new twists. 
There will be switches in some 
traditional nameplates, Mills predicts. 
Name tags of cars in one price class 
could go on those selling in another, 
as in the case of the Dodge Dart. 

“If it takes kiddie cars to meet the 
market,” says Mills, “we'll build 
them.” END 
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from Antifoams to Z eolites. 


The A to Z range of Nalco’s specialized industrial chemi- 

cals includes useful products for nearly every kind of in- 

dustry. Some of them improve products, some protect 

equipment. Others reduce waste . . . or catalyze a process 
_and still others are chemical raw materials. If the list 

at the right hints at help for you, please take the hint 
. and write for more details. 


Detailed data on any Nalco Products 


are yours, promptly, upon request 


NALCO CHEMICAL COMPANY 


6208 West 66th Place ° Chicago 38, Illinois 
Domestic subsidiaries: Visco Products Company, Hous- 
ton, Texas; Howe-Baker Engineers, Inc., Tyler, Texas 
Foreign subsidiaries: England, Italy, Mexico, Spain, 
Venezuela and West Germany 

In Canada; Alchem Limited, Burlington, Ontario 


ANtTIFOAM CHEMICALS . . . for manufactur- 
ers of paints, and eae” . for processors of sugar 
beets, and rubber . _ for control of foam in any 
liquid processing. 

ASPHALT ADDITIVES . for better bonding of 
asphalt to aggregate... easier road repairs .. 
longer lasting asphalt roads. 


CHEMICAL INTERMEDIATES ... cyclic tertiary 
amines, quaternary ammonium chlorides, oxyalky- 
lated products . . . wherever surface-active agents 
are needed in chemical processing: 
COAGULANTS .. . inorganics, organic polyelec- 
trolytes . . . for clarification of water and process 
liquids . . . for processing mineral ores. 


COLLOIDAL SILICA ... for non-skid character- 
istics in paper, paperboard and wax... for snag 
resistant, soil resistant cloth .. . for stronger bond- 
ing qualities in cements and mortars. 
COMBUSTION CHEMICALS .. . for improved 
combustion, control of soot and slag in coal and oil 
fired boilers. 

CONSULTING SERVICES AND CONTRACT 
RESEARCH ... on any problem of development, 
manufacture or application of chemicals related to 
Nalco products or the functions they perform. 
CORROSION INHIBITORS . . . for cooling 
waters, boiler waters, municipal water systems . 
for oil field and refinery hydrocarbon systems. 
DIALYSIS MEMBRANES . . . for liquids process- 
ing, 10n separation. 

ELECTRICAL PETROLEUM TREATING or 
custom designed equipment for electrical desalt- 
ing, desulfurization of petroleum stocks. 


EMULSION BREAKERS . . . for treating crude 
oils, for refinery desalting . . . for chemical process- 
ing. 


FUEL OIL STABILIZERS ... for prevention of 
sludge, improved combustion in residual and dis- 
tillate fuels. 
ION EXCHANGE RESINS ... anion and cation 
exchangers ... for water conditioning, liquids proc- 
essing. 
ME r ALWORKING LUBRIC ANTS ... for difficult 
cutting, drawing and forming of metals. 
MICROBIOLOGICAL CONTROL CHEMICALS 
. for slime and algae control in industrial water 
systems . . for pulp and paper mill systems. 
PAPER PROCESS CHEMICALS ... for fibre re- 
tention, white water clarification . . . for control 


of foam... for microbiological control. 
PETROLEUM CATALYSTS . . . for catalytic 
cracking .. . for hydroforming . . . for desulfuriza- 
tion. 

REFRACTORY MATERIALS .... for investment 
casting ... for ceramic shell molding. 

ROLLING OILS ... for steel rolling mills. 
SODIUM ALUMINATE .. . for water clarifica- 
tion... for paper processing ... for alumina needed 


in chemical processing. 

WEED AND BRUSH CONTROL CHEMICALS 
. for non-selective control of vegetation for rail- 

roads and industry. 

WATER CONDITIONING CHEMICALS ... for 

control of corrosion, deposits and foaming in boiler 

feedwater, cooling water, and all types of process 

water systems. 


‘ 
Zvou lE.... synthetic, inorganic gel type cation 
exchanger for softening hard water supplies. 


°... Serving Industry through Practical Applied Science 
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Franchise Selling Catches On 


@ Since World War II, the number of businesses oper- 
ating under a franchise has grown to an estimated 100,000. 


@ For the franchise holder, the setup means some 


independence plus the security of a tested business. 


@ For the franchising company, it offers quick, 


assured distribution and expansion at a relatively low cost. 


“We are witnessing a new surge of 
small, independent enterprise. But, if 
we're going to be good, we've got to 
be good. That’s why we're here.” 

Thus roughly you might paraphrase 
the thinking at a meeting in New 
York’s Coliseum last week. Representa- 
tives of some 40 franchising corpora- 
tions, blanketing 25,000 franchise hold- 
ers, gathered to midwife and baptize the 
International Franchise Assn. According 
to A. L. Tunick, president of Chicken 
Delight chain of carrv-out and delivery 
dinner outlets, and first president of the 
association, the group has two chief 
aims: to win recognition for franchising 
as a major method of merchandising, 
and to set up a code of ethics. 

lhe meeting coincided with a Start 

Your Own Business show (BW —Mar. 
21°59,p28), also at the Coliseum. About 
65 exhibitors—not all of them franchise 
operators—sought to entice would-be 
entrepreneurs with their wares: rotis- 
serie stands, doughnut-making equip- 
ment, laundrv services. Timed to coin- 
cide with the meeting was the release 
of the first issue of Modern Franchising, 
published quarterly by Factual Publica- 
tions, Inc., to keep franchising com- 
panies up to date on developments in 
the field, and to tell aspiring dealers of 
opportunities. 
e Pioneers—The far-flung car dealer- 
ships and strings of gasoline stations 
across the country remind the business 
world that franchising has been around 
a long time. Big names such as West- 
ern Auto Supply, Ben Franklin Varicty 
Stores, Howard Johnson have thrived 
under a franchise setup. But since 
World War II, and especially in the 
last three vears, franchising has leapt 
forward. Rogers Sherwood, editor of 
the monthly National Franchise Re- 
ports, reckons mavbe 50,000 independ- 
ent businessmen are doing a job under 
some kind of franchising umbrella. 
Tunick figures that 100,000 would be 
a conservative estimate. 

The first Directory of Franchising 
Organizations, compiled from Sher 
wood’s reports, lists almost 200 fran- 
chising concerns—from bookkeeping 
services through baby safety equipment, 
cosmetics, drive-in and carry-out food 
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operations, motels, pancake shops, soft- 
serve ice cream stands, swimming pools, 
all the way to water softeners. Enticing 
names such as Dog N’ Suds, Dunkin’ 
Donuts of America, Pelton’s Spudnuts, 
7 Steers Specialtv Restaurants spot the 
directory list. 

¢ How It Works—The franchising for- 
mula varies from one operation to an- 
other. Basically, though, it’s a svstem set 
up by a manufacturer or purveyor of 
services, which sets up under a single 
brand name a chain of small business- 
men, who buy some of their equipment 
and supplies from the franchisers and 
run their own show—with some strings. 
l'o get a franchise, the dealer may pay 
a franchise fee—most of them under 
$10,000, some as low as $10—or he 
may simply make a downpayment on 
the equipment or plan. Usually, too, he 
pays a fee or royalty on his own sales 
Franchising as the association defines it, 
Tunick says, is not a one-shot deal. A 
continuing relationship between fran- 
chiser and franchisee marks operations 
of its members. 

For the franchising company, this 
setup offers quick, assured distribution 
and expansion at relatively low cost— 
since the franchise holder himself puts 
up some of the investment. The fran- 
chiser keeps title to the name and basic 
product or service rights. Because the 
franchise holder runs the business him- 
sclf, the franchiser gets a dealer who is 
both cost and sales conscious. 

For the franchise holder, the setup 
gives him some independence with the 
security of a tested business. His capi- 
tal investment is 1elatively small—and 
financing comes easicr with a big con- 
cern backing him. In effect, he gets the 
buving edge of a big chain, the parent’s 
promotion and management knowhow. 
In some cases, he gets the plus of 
direct-from-manufacturer price. Sher- 
wood estimates that bulk buying gives 
the dealer savings of anywhere from 
30% to 50%. While he is subject to 
quality and other controls, he is basicalls 
a man on his own. 
¢ Postwar Spurt—The first big spurt in 
franchise retailing came right after 
World War II. During the war, Tunick 
explains, GI's lived with two dreams: 


the little white cottage they were going 
to own, and the prospect of a job with 
no boss to hound them. With their 
bonuses in their pockets, they consti- 
tuted a fine potential for the franchiser, 

The 1957-58 recession gave franchis- 
ing another boost. Men lost their jobs, 
or got scared. ‘They wanted sccurity— 
and thev wanted it in an easy-to-handle 
package. 

Expanded credit is a miajor factor in 
contributing to franc’ z’s growth, 
thinks J. J. Connolly, president of Roll- 
A-Grill Corp. of America, and a director 
of the association. Credit allows the 
little man to take part in the kind of 
enterprise that a Frank Woolworth 
built up for himself in the old days, 
he savs. 

In the last few months, several new- 
comers—large and small—have moved in. 
In November, Frank G. Shattuck Co. 
announced a new Franchise Div. for 
operation of Schrafft’s restaurants, 
chiefly tied into new motel operations 
(BW—Nov.28'59,p75). And last week, 
an ad in the New York Times urged 
people to go into the Franchised Art 
Galleries business. 


|. Problems 


While the new association insists 
that it is one of the few industry groups 
that didn’t come into being primarily to 
deal with a problem, mushroom growth 
has brought problems aplenty in some 
lines. The soft ice cream field is a good 
case in point. 

Right after the war, according to the 
Soft Serve Dairv Products Assn., there 
were only about 100 soft-serve stands 
in the country; today there are some- 
thing like 18,000. This development 
came so fast, savs Harrv Kimpel, execu- 
tive secretary of the association, that 
some franchise chains didn’t organize 
properly. “A lot of smart operators 
saw an opening to make some money, 
and with a little solid promoting, set 
up stands wherever they could.” 

Thev would grant franchise, regardless 
of the candidate’s own potential or the 
potential of his market—and leave him 
to his own plight after a day or so of 
training. 
¢ Tricks—I'ly-by-night operators some- 
times deliberately chose poor locations. 
Thev would pocket the franchise hold- 
ers. downpavment—maybe $3,000 to 
$5.000—and move on to another loca- 
tion. Some operators charged their 
franchisees different rovalties, another 
factor making for friction. Some tricked 
ma and pa stands with a promis¢ of an 
exclusive franchise—and neglected to 
mention that the same parent company 
might operate stands under different 
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We use telegrams all the time to speed facts and figures quickly, 


clearly, and in writing. No interruptions. Saves time and money 


for everyone! 


WESTERN UNION 








GET UP TO DATE ON NEW YORK STATE 





Now Available: Current Facts 
on Labor Resources 


Today, it’s simple to obtain all the 
comprehensive, up-to-date labor in- 
formation you need for plant-site 
evaluations. The New York State 
Department of Commerce supplies 
this data—free—for a wide variety of 
industrial locations throughout New 
York State. You can learn, for exam- 
ple, where the right labor for your 
new plant is located .. . prevailing 
rates for specific job titles .. . age, 
sex, and skills of available workers 

and the current local union- 
management relations. 


Reporting in depth 





Based on up-to-the-minute infor- 
mation from field men in twelve 
regional offices, these reports aiso 
contain accurate estimates of the 
percentage of the labor force now 
available for employment at new 
plant sites, the number of people 
trained in particular skills, and in- 
formation on community and region- 
al training centers. 


Facts and figures you need 





Our plant-location researchers will 
tell you the number of unskilled, 
semi-skilled and skilled workers, the 
number of high-school and college 
graduates, and the number of pro- 
fessionally trained people in any 
particular community or regional la- 
bor market. Information can also be 
supplied for each labor area on the 
number of man-days lost through 
strikes and the history of local man- 
agement-labor relations. 

The utmost discretion will be used 
in preparing your highly individual- 
ized labor report. All inquiries are 
made in strictest confidence. As a 
result, no undue interest or specula- 
tion is aroused in any New York 
State location. 

To get your free reports on labor, 
industrial sites, transportation, wa- 
ter, or other subjects—please drop me 
a line (outlining your specific needs) 
at the New York State Department 
of Commerce, Room 5521, 112 State 
St., Albany 7, N. Y. Or telephone 
HObart 2-7511. We'll also be glad 
to send you our free booklet ‘‘Indus- 
trial Location Services.” 


K y= ae 
Keith S. McHugh, Commissioner, 


N. Y. State Dept. of Commerce 
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brand names, which might sprout up 
across the street. 

As a result, savs Kimpel, turnover in 
the soft-serve business is about 25% a 
vear. One industry source estimates that 
one-third of the stands are in trouble. 


ll. Who’s Who 


Nevertheless, several big organizations 

operate successfully in the soft-serve 
ficld—with names such as Carvel, Dairy 
Oucen, Dari-Delite, ‘Tastee-l'reez. Now 
that the country is saturated with sta- 
tionary stands, in some markets at least, 
mobile units, equipped to serve a variety 
of dishes from trucks, are burgeoning. 
Mr. Softee, Inc., and Dairy Dan have 
gone this route—and some of the older 
companies are taking to the road as 
choice sites get crowded. 
e Services, Too—While the food field 
ranks first in the franchising ficld, serv- 
ices are coming up fast. ServiceMaster 
and Duraclean, carpet cleaners, have set 
up large franchised systems. 

Home service organizations—the di 
rectory lists four—have sprouted and 
spread through franchised outlets. Allied 
Homeowners Assn. of Roslyn, N. Y., 
has opened up in 67 cities. National 
Home Owners Club, in Chicago, has 
24 franchisees. Development of this 
group took an odd turn. Bozcll & 
Jacobs, public relations consultants, got 
interested in franchising when it had 
such franchise operations as Midas 
Mufflers as clients. Now Bozell & 
Jacobs is half-owner of National Home 
Owncrs Club. 


Ill. Case Study 


A closer look at Chicken Delight 
shows how this kind of operation works. 

Chicken Delight got its start in 1952 
when Tunick, a scrap dealer, turned his 
$25,000 investment in a defunct Rock 
Island (Ill.) manufacturing plant into 
a food operation. The plant had 
been making conduction cookers—but 
couldn’t sell them. “‘We couldn't find 
anyone who wanted to buy the appli- 
ance,” ‘Tunick says, “but the chicken 
we used one dav to demonstrate it was 
a hit.” So the first Chicken Delight out- 
let was born. ‘Today, there are over 
160 outlets in 40 states and Canada, 
and ‘Tunick hopes to double that num- 
ber this vear. 

Chicken Delight offers four dishes— 
specified by franchise agreement: 
chicken, fish, shrimp, and ribs. All are 
prepared by a special process called 
conduction or searing. They are served 
in dinner-size or snack-size portions— 
about 80% of them delivered to the 
homes in trucks equipped to keep the 
food hot en route. 
¢ Cost—The total cost of setting up an 
outlet runs to about $12,000. Chicken 
Delight charges no franchise fee, but it 
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STORAGE 
At Lowest Unit 





For Inactive Records 















Provide maximum protection 
at minimum cost. Highest grade 
corrugated fibre-board. All one piece 
—no parts to wear, get out of order. 
Single eyelet closure front and 
back provides quick, easy closing 
and opening—and absolute security. 
Labels factory applied, gummed 
titling strips with each box. 25 sizes. 
Sold by all leading stationers. 


Send for FREE Manual of Record Storage Practice 
complete products catalog. Clip ad to letterhead and 
mail to: Dept. BW2. 


+" BANKERS BOX COMPANY 


= 
af 4 ] 

Record Storage Specialists Since 1918 
ay wal 


q 2607 N. 25th Ave., Franklin Park, lil. 
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HANG FIXTURES SECURELY... USE 


IMQLLY 


PERFECT 


FASTENERS 
to hold anything 
on walls, floors, ceilings 


With Molly you can install fix- S¢ ” 
tures exactly where you want 

. « « NOt just where studs are. Won’t pull through 
Spider backing reinforces area in which used. Fix- 
tures can be removed and replaced in same anchor 
Easy to install without disfiguring wall. Inexpen- 
sive, guaranteed. Ask your hardware dealer for 
genuine Molly ... the name is stamped on the cap 


lew IKCK NUTS HOLD IN 
HOLLOW-CORE FLUSH DOORS 
Now you can fasten fixtures securely 
to flush doors! Jack Nuts need only % 
expansion space grip any material 














~ up to 7is”’ thick 
SEND $1.00 FOR SAMPLE BOX OF 12 
EXPANOS BEHIND Walt 

ee eS ee ee ‘ 

- = OLY. 230 N. 5th St. Reading, Pa. , 
: ~ ~ — Enclosed is $1.00 for sample box of ; 
: (check one) (jMollys ((] Jack Nuts 
j 

| NAME ' 
! 1 
; ADDRESS : 
4 CITY ZONE STATE —— 
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‘Make little impression on sea 


Public Service Coordinated Transport, owner and operator 
of 2511 buses in New Jersey, with established routes into 
the cities of New York, Philadelphia and Wilmington, 
carried 290,000,000 passengers over 90,000,000 miles in 
1958 alone. Impressive as these statistics sound, they 
made little or no impression on the heavy duty coated 
fabric upholstery used by the company. So sturdy is this 
material that much of Public Service’s original purchase, 
made in 1947, is still standing up under everyday use. 

In making Koroseal, the supported vinyl upholstery 


material producing these amazing wear results, B. F. 
Goodrich looks to Wellington Sears for the strong fabric 
backing it requires . . . one of the many Wellington Sears 
fabrics engineered for specific jobs of all kinds. 

For cotton or synthetic industrial textiles, more and 
more companies are turning to Wellington Sears — and 
taking advantage of our more than a century of experience 
in providing fabrics to industry. For help in your own 
fabric applications, write for technical assistance and a 
free illustrated booklet, “Fabrics Plus,” Dept. C-2. 


WELLINGTON SEARS @: 


For the Rubber, Plastics, Chemical, Metallurgical, Automotive, Marine and Many Other Industries 


Wellington Sears Company, 111 West 40th Street, New York 18,N.Y. « Akron Atlanta « Boston « Chicago « Dallas + Detroit « Los Angeles « Philadelphia « San Francisco 
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a tool for 
man’s fmagination 
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This is how Keystone Wire helped 
Dudek & Bock turn an idea 
into a reality 


“We need a clip that will securely fasten gypsum board to 
steel upright studs—or join and hold sections of board in per- 
fect alignment for plastering. Here’s what it must look like.” 

This is the challenge. Designers at Dudek & Bock, Chi- 
cago, Illinois, roll up their shirt sleeves. They analyze wire 
requirements: tensile, size, uniformity. Length of run—a long 
one. Delivery—soon. 

What wire fits these requirements? Keystone Silver Brite 
Galvanized high tensile wire is first choice. They know from 
experience they can depend on Keystone wire to perform 
exactly as calculated—order after order—run after run. By 
standardizing on Keystone wire for the majority of their 
needs, Dudek & Bock simplify quality control and manufac- 
turing problems. 

Result: another fastener problem solved with wire... de- 
livery on schedule of this gypsum board clip and thousands 
of other items—and maximum customer satisfaction. 

Perhaps creative imagination and Keystone wire can help 
you build your products faster, better, at lower cost. A 
Keystone cold heading or wire forming specialist is available 
to help you. 


Keystone Steel & Wire Company, Peoria, Illinois 


Cold heading and 
forming wire for 
industrial uses. 


KEYSTONE 
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does require the operator to put up at 
least $5,000. “We want him to have 
a definite financial interest,” ‘Tunick 
explains. The parent company helps 
the dealer get financing. 

The franchise holder buys his equip- 

ment—cookers, fryers, trays, and the like 
—from Chicken Delight, which manu- 
factures the basic units. He also buys 
from the parent the batter that is a 
specialty of the house, and packaging— 
which means paper plates, napkins that 
the dinner is served in. Chicken De- 
light’s total initial equipment sales— 
including a starting supply of batter, 
packing, and promotion aids—come to 
about $8,000. 
e Contract—W ell aware of the troubles 
the soft-serve industry fell into, ‘Tunick 
relies on a strong franchise agreement. 
He maintains territorial divisions—down 
to the last block. ‘We give our men a 
two-mile radius guarantee in cities,” he 
says, “which usually means between 
50,000 and 75,000 potential customers. 
In small towns, one man has exclusive 
rights to the area.” 

lhe contract also spells out down to 
the last two ounces of chicken and last 
grain of salt what’s to be included in 
cach meal. The company checks from 
time to time to make sure the franchise 
holder is keeping his side of the bargain. 
He must buy his food—other than what 
Chicken Delight supplies—from sources 
that meet the company’s standards. 

(he company supervisor in the area— 
there are eight in all—helps the dealer 
negotiate the lease for his property, do 


anv remodeling, install the special equip- 


ment; the supervisor stays with the 
novice operator for his first week. ‘Tu- 
nick estimates that it costs an operator 
69¢ to put a dinner together. Retail 
price is flexible, but it runs about $1.45 

for a gross profit of 53%. Chicken 
Delight makes its profit from equip- 
ment, packaging, at 12¢ a dinner, and 
batter, at about 20¢ a lb. 

The contract calls for a minimum of 
500 sales a week; the average dealet 
sells about 1,000, Tunick savs. 
¢ Variations—Other operations run a 
bit differently. Dairv Dan’s mobile soft- 
serve units, for example, operate 
through distributors, who screen would- 
be operators, get a commission on truck 
sales, control the sources, and get a 
rovaltv on sales—like the parent concern. 
Some big motel and restaurant opera- 
tions, such as Howard Johnson and Hol- 
idav Inns, charge a relatively large fran- 
chise fee, and a rovaltv on room rentals. 

Though franchised operations ma\ 
lend themselves to part-time work, no- 
body undersells the kind of job a suc- 
cessful dealer must do. “The good 
franchise holder carns his keep,” savs 
l'unick. In fact, one secret of the svs- 
tem’s success, he savs, is that “the man 
who owns his business finds the 25th 
hour in the dav to make it work.”” END 
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“Now that we've leased 
this Hertz tractor and trailer, we even give 
door-to-door service on LTL orders!” 





Ship on schedule! Lease Hertz long-haul equipment 


NO INVESTMENT...NO UPKEEP 


Tired of late pick-ups—late deliveries for less-than-truckload shipments? Switch to 
Hertz and get custom-engineered tractors and trailers. We'll supply new GMC, Chev- 
rolet or other sturdy trucks or buy your present units, recondition them, and lease 
them back to you. Either way, Hertz takes over all repairs and maintenance. 
Hertz reduces all your fleet accounting and upkeep problems to the writing of 
one budgetable check per week. You get out of the truck business and back into 
your own business. In addition to long term truck leasing, Hertz also rents extra 
trucks by the hour, day or week for your peak periods or any 
emergency. Rely on Hertz—America’s No. 1 truck lessor— 


with more than 500 stations in the U. S. and Canada. TRUCK LEASE 


For more information, call your local Hertz office. Or write for the fact- 
filled booklet, “How to Get Out of the Truck Business,” to Hertz Truck. 
Lease, Dept. A26, 2178 South Wabash Avenue, Chicago 4, Illinois. 












CRYSTALLIZING 


20,000 
tiny 
transistors 
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HEVI-DUTY furnaces handle the important jobs 




























A DIVISION OF 


BASIC PRODUCTS CORPORATION 


Transistors, no bigger than the head to the wafers in Hevi-Duty Muffle 





HEVI-DUTY ELECTRIC COMPANY, Milwaukee, Wis. 
OTHER DIVISIONS OF BASIC PRODUCTS CORPORATION: 
Froedtert Malt Corporation, and Como-Cast Corporation, 
Milwaukee, Wisconsin; Anchor Manufacturing Co., 
Manchester, New Hampshire; Bauer-Schweitzer Malting Co., 
Inc., San Francisco, California; Sola Electric Co., Chicago, Ill. 


MILWAUKEE, WISCONSIN 







BASIC PRODUCTS CORPORATION 


QUALITY is BASIC in our PRODUCTS 


of a match, play a big role in the Furnaces. 
fast-paced growth of the electronics Hundreds of products and processes 
business. Big, too, for many of the benefit from the use of Hevi-Duty 
companies manufacturing these com- _ furnaces, ovens and heating units. In 
ponents, is the role of Hevi-Duty pre- the laboratory, in pilot plants and 
cision furnaces. manufacturing operations, this equip- 
To produce transistors, high purity ment proves invaluable for such di- 
semi-conductor crystals are precisely verse processes as tempering and draw- 
“grown” from silicon seeds. This proc- ing tool and die steel, annealing 
ess calls for furnaces capable of main- glassware, drying precipitates, enamel- 
taining uniform temperatures as high as ing, and ceramics firing. 
2560° F. over periods up to 150 hours. Hevi-Duty Electric Company is a 
The crystals are sliced and diced member of the growing family of in- 
into thousands of wafer thin “‘hearts.”” dustries that forms Basic Products 
Then each minute heart is either Corporation. Our products are basic, 
diffused, oxidized, or alloyed in a ranging from essential elements used 
Hevi-Duty electric furnaces “cure” the thermosetting  E4evi-Duty furnace specifically de- in foods and beverages, to complex 
gold paste which joins crystal to lead wires on partly signed for these operations. Final components required by nearly every 
assembled semi-conductors. processing is the bonding of lead wires segment of American industry. 
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In Marketing 


New System Takes Cramp Out of Signing Up 


For Product Information at Expositions 


Visitors to the Plant Maintenance & Engineering 
Show in Philadelphia this week are getting a taste of the 
newest in convention registration—and are saving man\ 
hours and countless mistakes in signing up for addi 
tional material on the products on exhibit. 

When a visitor registers for the show, he is given a 
plastic Addressograph plate—much like some credit cards 
—embossed with his name, company, title, and address. 
Every booth in the show has at least one imprinting 
machine, and if the visitor wants more information on 
the product or wants a salesman to call, he simply gives 
his plastic plate to an attendant who slips it into the 
machine and gets all the information on a file card. 
[his eliminates hand writing cards at each booth, which 
probably means that visitors sign up for more mailing 
lists. One steel company figures “usable leads” have 
jumped 25% as a result of the system. 

The system was devised by Clapp & Poliack, Inc., 
exposition managers, who put on the Philadelphia show, 
and who first introduced the system at the Design 
Engineering Show at Chicago in early 1958. C&P hit 
on the idea after testing alternatives for a couple of years, 
trying to come up with a system to appeal to “the engi- 
neering mind, which thinks in terms of using time most 
efhiciently.” 

Clapp & Poliack has a stock of some 500 imprinting 
machines under lease from Addressograph-Multigraph 
and supplies them to exhibitors as part of the booth fee. 
It also rents the Graphotvpe embossing machines and 
buys the plastic blanks from Addressograph. Use of the 
system at the Plant Maintenance Show, with 15 Grapho- 
tvpe machines and 20,000-odd visitors, cost about $12,000. 
hat’s about half of what the system cost when it was 
first introduced. 

The Philadelphia exhibit is the fourth C&P show to 
use the “inquiry time-saver system.” A few shows run by 
other outfits also have used adaptations of the idea. 
The C&P system will get its biggest workout at Chicago 
in September when it will be used at the concurrent 
Machine Tool Exposition and the Production Engineer- 
ing Show. About 125,000 visitors are expected at the 
two shows. 


Burlington Industries Plans Merger 


To Get Deeper Into Carpet Field 


Burlington Industries, giant of the textile field, will 
grow measurably bigger if merger plans with James Lees & 
Sons Co., major carpet manufacturer, go through. Lees 
stockholders will vote late in April on whether to approve 
a deal that would give its common stockholders two and 
one third shares of Burlington common for each share of 
Lees common. 
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Lees, 113-year-old veteran headquartered in Bridgeport, 
Pa., had sales of over $80-million in 1959, putting it sec- 
ond only to Mohasco Industries. Burlington’s fat $805- 
million sales in fiscal 59 puts it well in front in the textile 
trade. Since Burlington had earlier acquired three smaller 
carpet concerns, it might even wind up tops in carpets. 

If the merger is approved, Lees will operate as a wholly 
owned subsidiary of Burlington, keeping its name, man- 
agement, and personnel. 


Skyjector Device Turns Clouds 
Into Advertising Billboards 


Unexcelled Chemical Corp. is offering a device that 
proves the theory the sky’s the limit in advertising. Un- 
excelled’s “Skvjector” beams sponsors’ messages onto 
clouds. Given proper atmospheric conditions, Skyjector 
messages can run up to several miles in diameter, can be 
seen from 15 miles away. 

Unexcelled, which hopes to lease the unit to adver- 
tisers, admits that its unit cannot break through barriers 
of fog, thick haze, or smog. However, it claims Skyjector 
functions during snowstorms. And for cloudless days, it 
suggests that any large surface—skyscraper, cliff, or dam 
—can provide a suitable screen. 


New Plastic Has Built-In Scent 


To Match the Article It Packages 


New packaging allure is now on the market: scented 
polvethylene. 

Fragrance Process Co. has developed a resin concen- 
trate with aromas built in. Called Poly-Scent, the con- 
centrate is dry blended with Petrothene, U.S. Industrial 
Chemical Co.'s &lm grade resin for extrusion. Texas 
Plastics of Elsa, ‘Vex., makes the scented film. 

In Fragrance Process’ repertory are aromas of “clean 
linens” for fresh laundry packages; perfume for packaging 
lingerie, sweaters, and the like. ‘Tweed, Spruce, and sim- 
ilar scents are suggested for men’s sport clothing packag- 
ing. Candy box overwraps may smell of chocolate and 
spearmint. 

The concentrate sells for $1.50 to $5 per Ib. depend- 
ing on the aroma. ‘The blend requires from one-fourth of 
1% to 2% of the concentrate—again varying with the 
flavor. 

e e os 


Appliance Dealer Starts Rental Service 


Polk Bros., Chicago’s $80-million-a-year appliance 
dealer, this week opened a large-scale appliance rental 
program. As a starter, it put up 5,000 name-brand dish- 
washers for rent, at $6 a month or 20¢ a day. Several 
hundred were rented the first day. 

Polk plans a similar deal for freezers at $5-$10 a month, 
combination washer-dryers at $10, air conditioners at 
$7.50. -And it will soon trv to rent color TV for $10 
a month. 
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Melpar, Inc. 
Expands From 8000 


To 1,000,000 Sq.Ft. 
During Its 14 Years 


in VIRGINIA 















MELPAR’'S HEADQUARTERS PLANT, in historic Falls ¢ hurch 
Virginia, has a campus-like atmosphere Nine other plant 
located within a 12-mile radiu A 120,000 sq. ft. addition to the 


1 


headquarters plant will be completed in September, 1960. 


Melpar, Inc., a subsidiary of Westinghouse Air 
3rake Co., provides dramatic evidence that compa- 
nies grow fast in Virginia! The original Melpar 
plant in Alexandria, Virginia, contained S000 sq. ft. 
of floor space, employed 16 people, had annual sales 


bf 4 A oe of $100,000. "Today, only ‘14 years later, Melp 
EP 4 f ranks as one of the nation’s leading research and 
ENGINEERING SKILL is a major factor in Melpar’s development firms in the electronics field. Its 10 
phenomenal growth. Approximately one-quarter of pl: ints in Virginia contain nearly 900,000 sq. [t. ol 
cada mfg nme god mag ad gees floor space. Sales exceed $60,000,000 a year 


sional personnel enjoy Virginia’s cultural, educational, 


employment exceeds 6,000 people 
and recreational facilities. 


Melpar’s controlled expansion is” proof that 
Virginia’s business climate and strategic location 
are conducive to rapid, profitable growth. And the 
fact that 10 Melpar plants are located in Virginia is 
proof that Melpar is 100‘; sold on the industrial 
advantages of the Old Dominion. 

Find out why so many growth-minded industries 
are located in Virginia. Phone, wire, write, or visit 
in complete confidence . . . ©. M. Nicholson, Jr., 
Commissioner, Division of Industrial Development, 
Virginia Department of Conservation and Economic 
Development, State Office Building, Richmond, 
Virginia, Phone MIlton 4-4111, Ext. 2255. 


SPACE VEHICLE RE- ENTRY conditions of 20,000 
degrees C. can be simulated in a Melpar laboratory. 
om arness to Washington, and NASA space base at 

Wallops Island, Virginia, make the state an ideal site f 
for electronic industries. 


You, too,can find these...and many 


other great competitive advantages in ‘VIRGINIA 


S..a wonderful place . 
al to play or work 
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Premier Khrushchev is wasting no time in expanding Soviet influence 
in Latin America. This week he has Deputy Premier Mikoyan in Cuba to size 
up that ticklish situation and to dicker with Castro about aid and trade. It was 
only the other day that Mikoyan visited Mexico. 


At midweek Washington was betting that Mikoyan would offer economic 
assistance as bait to get Castro to establish formal diplomatic relations with 
Moscow. U. S. officials were not so certain that Castro would accept, although 
it might be in line with his neutrality policy to do so. 


If Washington has Soviet tactics sized up correctly, Mikoyan will tread 
cautiously in Cuba. He won’t give his speeches too strong an anti-U. S. flavor. 
Nor will he offer military aid to Castro, since this might provoke Washington 
into calling off the summit meeting that is scheduled for May. 


However, the Soviets could miscalculate the U.S. reaction to even an 
economic deal with Cuba. The State Dept. would be likely to shrug off an 
agreement on aid as one of the hazards of competitive coexistence. (The U. S. 
extends aid to Poland.) But Congress might not take such a calm view. Any big 
Soviet-Cuban deal could touch off Congressional moves to retaliate against 
Castro. Congress might even try to limit Pres. Eisenhower’s freedom in 
negotiating with Khrushchev at the summit. 


When you watch Khrushchev operate it seems he has everything 
under control, with not a worry about Russia’s domestic and foreign policies. 
In reality, that’s far from the case. Note the following developments: 


¢ Khrushchev recently ousted from key jobs two of his personal buddies 
in the Presidium—A. I. Kirichenko and N. I. Belyayev. The first had been 
in charge of heavy machinery production, the second in charge of the virgin 
land scheme in Kazakhstan. The reason for their demotion to minor posts, 
according to Polish sources, was a row with the Soviet Premier over the 
allocation of capital goods such as earth-moving equipment. Kirichenko and 
Belyayev wanted Kazakhstan to get priority even if that meant holding up 
Khrushchev’s pet project in Egypt, the Aswan Dam. This didn’t go down 
well with the boss. 


¢ Red China’s leader, Mao Tse-tung, is burned up over Khrushchev’s 
upcoming visit to India and Indonesia. Khrushchev already has made some 
scathing remarks about Mao’s border encroachments into India. Now the 
Soviet Premier is set to promise large new amounts of economic aid to India 
and Indonesia—aid that Peking desperately wants. Khrushchev’s trip to 
Djakarta also is meant as a warning to Mao that Indonesia falls in Moscow’s 
orbit, not in Peking’s. 


To strengthen his hand in pushing his policy of competitive coexistence, 
Khrushchev has been holding a special conference in Moscow this week. He 
has been meeting with the Communist leaders of Eastern Europe. 


One of the top items on the agenda undoubtedly has been Berlin. On 
this issue, Khrushchev seems determined to gain some kind of victory over 
the West—either by agreement at the summit or by direct action. Even so, 
he doesn’t seem ready to risk the kind of showdown the leaders of East Ger- 
many have been demanding. 


But what Khrushchev probably wants most from the Moscow meeting is 
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a demonstration of solidarity among the Warsaw Pact powers. This would 
strengthen his hand in dealing with Mao if he decides to visit Peking on his 
way back from Indonesia. 


In the end, of course, the Soviet Premier is primarily interested in 
mustering enough Communist unity to impress the West as the summit con- 
ference approaches. 


In this respect, his problems aren’t nearly so tough as those Washington 
faces. The strains in the Western camp seem a lot worse, especially when 
you consider the troubles besetting France and the bad blood between 
Britain, on the one hand, and France and Germany on the other. 


No Western leader is more relieved than Chancellor Adenauer at Pres. 
de Gaulle’s successful handling of the crisis in Algeria (page 26). 


As Adenauer saw it, a de Gaulle defeat would have led inevitably to the 
collapse of NATO and the European Common Market—the two foundation 
stones of the Chancellor’s foreign policy. Before that happened, Adenauer 
felt, the U.S. and Britain would have decided to back down on Berlin at the 
summit. 


With de Gaulle still running France, the old Chancellor now figures he 
can stop worrying about a summit deal on Berlin. Despite the signs that 
Moscow intends to force this issue, Adenauer counts on the French President 
to use his position as one of the Big Four to veto any change in the Berlin 
status quo. 


Of course, the U.S. and Britain won’t necessarily go along with such a 
German-French policy. If Khrushchev should prove at all reasonable on 
disarmament, and does not ask too much on Berlin, Pres. Eisenhower and 
Prime Minister Macmillan will try to persuade Adenauer and de Gaulle to 
be a little more flexible. Neither London nor Washington is willing to put 
Berlin above everything else. 


Aneurin Bevan, the deputy leader of Britain’s Labor Party and at one 
time a left-wing firebrand, still is critically ill. At best, he will be out of 
active politics for a long time. This has led to reports that the position of 
party leader Hugh Gaitskell—a right-winger—has become shaky, that it was 
Bevan who protected Gaitskell from being pushed out by the party’s left 
wing. 


In fact, Gaitskell probably will show that he has a stronger hold over 
the leadership than ever. There is no one of Bevan’s stature in sight to 
replace him as deputy leader. Harold Wilson, the party’s expert on trade 
and finance, is angling for the job, but he doesn’t carry weight with the trade 
unions. 


So, aespite verbal attacks from the left, Gaitskell may push through 
his plan to “modernize” the Labor Party—giving British socialism a less 
doctrinaire, more middle-of-the-road tone. After the licking he took in last 
October’s election, Gaitskell feels that there is no other way to keep his 
party in business. 

Contents copyrighted under the general copyright on the Feb. 6, 1960, issue—Business Week, 330 W. 42nd St., New York, N. Y. 














1960 news flash on push-button Inventory Control 


100,000 iiem inventory 


in 7 warehouses 


always up-to-the-minute in 10 


Xe) ofohm «1a: (7) @ 


VISIBLE RECORD SYSTEM 


automatic units 


Richard J. Wehle, President, Wehle Electric Co., Inc., 
Buffalo, N. Y., has this to say about Inventory Control: 
“We, at Wehle, replaced our inadequate perpetual Inventory 
System with the KARDEX Visible Record System, housed in 
10 mechanized Robot KARDEX units. These units accom- 
modate all records on 100.000 items in 7 warehouses... 
and because of their automatic, high-speed record position- 
ing at the touch of a button, 3 clerks and a supervisor are 
able to make 2000 references a day with minimum fatigue 
(and errors)! We now keep all records up-to-date within 4 
hours of receipt of orders. Also, we can now keep sufficient 
stock to meet all customer needs, yet maintain the most 
advantageous inventory turnover! We recommend the 


Robot KARDEX system to anyone with an inventory problem? 


Remington. Ftand 





Ideal for All Types of Visible Record Control 

The Robot KARDEX mechanized visible record system can 
be applied advantageously to all types of visible record con- 
trol. Why not send the coupon today for illustrated folder 
giving full particulars on this equipment, which saves so 


much time. money. labor and floor space. 


REMINGTON RAND 


DIVISION OF SPERRY RAND CORPORATION 
Room 1209, 315 Park Avenue South, New York 10, N.Y. 


Kindly send FREE folder KD505—Robot KARDEX Visible 
Record File. 
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COMFORT INDEX* 


this month? 


This instrument is a COMFORT METER. It can measure livability 
y various weather 
authorities using other names, it still means comfort. And comfort to 


by means of a COMFORT INDEX.® Referred to b 


the worker means productivity. 
In Santa Clara County, the COMFORT INDE 


.X remains in the 


ideal range, regardless of the season. The reason is simple — a location 


near the center of a narrow strip on the West Coast 
only “all-vear mild climate” in the United States.** 


This population and transportation center of the West has been 
the choice of industries such as Ford, General Electric, IBM and Lock- 
heed. Ask these industrial leaders how the high COMFORT INDEX 


which enjovs the 


benefits every operation. Their answers are the facts that count. 


Just compare—then move to the community where people really 


enjoy living and working - SANTA CLARA COUNTY, California. 


**Based on U.S. Weather Bureau records 











SEND TODAY for these two booklets 


“NEW INDUSTRY SPEAKS” 





and bring your plant site *COMFORT INDEX — 


One of many terms 


research file up to date: used to describe the exact point at 
“What Do You Mean— which the climate of a particular area 
COMFORT INDEX?” approaches an ideal combination of 
and moderate temperature, low humidity. 











Greater San Jose Chamber of Commerce 





Dept. 9, San Jose 13, California ga #0 ° 





SAN JOSE, CALIFORNIA 
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Hotta and 


Their coming court battle will 
climax one of the longest, cost- 
liest, and most unusual legal 
contests in labor history. 


Two vears ago, in the quiet of a 
Washington, D. C. courtroom, James 
Riddle Hoffa took over as president of 
the International Brotherhood © of 
Teamsters. There were some. strings 
attached. Until the union’s corrupt 
elements were eliminated, he would 
serve only as provisional president—and 
then under the scrutiny of a court-ap- 
pointed board of monitors. 

This month, Hoffa returns to the 
same courtroom. This time he will 
face charges by the monitors—led_ by 
attorney Martin IF’. O’Donoghue—that 
he has failed to clean out corruption and 
should, in fact, be ousted as chicf of 
the largest union in the U.S. 
¢ Showdown—Hofta has prepared 
countercharges against O’Donoghue. 
He is also seeking to fire O'Donoghue 
from his job. Their contest is a final 
break in a system that never really 
worked in the first place. 

Specifically, the charges and counter- 
charges are: 

¢ O'Donoghue accuses Hoffa of 
violating his trust as provisional presi- 
dent by misusing Teamsters’ funds to 
his own interest. 

¢ Hoffa charges that O’Donoghue 
is involved in a conflict of interest by 
prosecuting him since O'Donoghue, at 
one time, worked for the ‘Teamsters as 

1 attorney. 

The protagonists are scheduled to 
appear Feb. 23 before District Court 
Judge I’. Dickinson Letts, the judge 
who approved the consent decree setting 
up the monitor system, which Hoffa 
agreed to. At that time, it was with 
Letts’ approval that Hoffa became presi- 
dent. With the judge’s disapproval, 
Hoffa can be removed. 
¢ Serious Threat—This isn’t the first 
time the monitors and Hoffa have been 
back to see Letts. On almost every 
argument, they have gone to court. 
The record shows that O’Donoghue has 
batted 1,000 in winning rulings from 
Letts giving the monitors additional 
authority and staff to process their 
Teamsters cleanup. 

There have been many attempts to 
“get Hoffa’ and leaders of the AFL- 
CIO expelled the Teamsters in 1957 
on Hoffa’s account; the McClellan in- 
vestigating committee accused him of 
being a top labor racketeer; and the 
Justice Dept. is still trying to prosecute 
him for alleged illegal activities. But 
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this new court test shapes up as the 
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most serious threat to Hoffa’s rule to 
date. 

e¢ The Monitors’ Move—I‘he monitors’ 
attack on Hoffa climaxes one of the 
longest, costliest, and most unusual 
legal contests in labor history. 

Hoffa took a calculated risk when— 
to break the legal logjam that kept him 
from becoming Tcamsters president— 
he accepted the advice of his brain- 
trusters. ‘They devised the monitorship 
when Hoffa, clected to the top job at 
the ‘Teamsters convention in late 1957, 
was blocked from taking over by a suit 
of 13 rank-and-file ‘Teamsters. ‘They 
accused his supporters of rigging the 
clection. 


JUDGE F. Dickinson Letts will umpire 


battle between Teamsters and monitors. 





MONITORS’ Martin F. O’Donoghue al- 
leges Hoffa failed to clean up Teamsters. 


TEAMSTERS’ 


James 
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Hoffa 
wants O’Donoghue disqualified. 


Monitors Gird for the Showdown 


The contestants in the lawsuit agreed 
to the monitor plan. Judge Letts went 
along and, in doing so, assumed work- 
ing control over the union. In the only 
legal challenges so far to the plan, 
the court’s power has been sustained- 
clear up to the Supreme Court. 
¢ Counterattack—If Letts finds Hoffa 
guilty of the monitors’ charges, the 
Teamsters president can, and will, ap- 
peal the results. So the final disposi- 
tion of the monitors’ case does not nec 
essarilv lie in the outcome of the trial 
later this month. lLioffa, who has an 
nounced his intention to fight, will 
not suddenly lose his office. 

He is prepared with an immediate 













counterattack directed at O’Donoghue. 
When the hearings open before Letts, 
the Hoffa forces will make a quick of- 
fensive thrust, charging that O’Dono 
ghue should be disqualified from the 
case. Their claim: Because O’Dono- 
ghue represented the Teamsters for a 
time—even though it was before the 
start of the monitorship—he is guilty of 
a conflict of interest. 
¢ On the List—The monitors’ case for 
its part does not single out Hoffa, 
though he is the focal point of the 
attack. Since the beginning, O’Dono 
ghue has charged the ‘Teamsters lead- 
ership with harboring alleged racketeers 
and frustrating efforts to have them 
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national ease 


the PREFERRED 
way to lease trucks 


because it’s national 
in experience and 
service -local in costs 
and controls 


nis a 


a a 
mint = ’ 
. as 4 1 ® yee we 
Nationalease supplies everything 
but the driver at flexible, local-level 
costs. On-the-spot management 
provides highest efficiency; full 
service, one-invoice truckleasing— 
the LEASE-FOR-PROFIT way. 


Nationa lease service doesn’t add 
to your cost...it saves. Saves the 
capital and management time you 
now spend on trucks so you can 
put yourself—and your money— 
back into your own business. 
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Lease for Profit 


Lease a new Chev- 
rolet, or other fine 
truck, operate it as | rr=. 
your own with - 

no investment, 
no up-keep. 


bo 
Bbbbetac 


s/ 
~ 


For facts about full-service, ‘‘Lease- 
for-Profit’ truckleasing — and the 


name of your local Nationalease 


firm, write 


NATIONAL TRUCK 
PES LEASING SYSTEM 


Serving Principal Cities of the United States, 


Canada, and Puerto Rico 
23 E. JACKSON BLYD., SUITE: B-2, CHICAGO 4, ILL. 
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removed. Election practices, trusteeship 
controls over local unions, and other 
Teamsters internal operations are also 
on the monitor target list. 

In all, 329 charges against the ‘l’cam- 
sters have been made. In the current 
court test, the O'Donoghue forces are 
concentrating on less than a score, the 
ones that thev believe will be most effec- 
tive. 

In addition, the monitors are getting 
a valuable assist from U.S. attornevs 
prosecuting a number of ‘l'camsters ofh- 
cials for contempt of Congress as an 
aftermath of the McClellan investiga- 
tions. In the latest case, for example, 
William Presser, chieftain of the Ohio 
‘Teamsters, was convicted this week for 
contempt. 
¢ Real Estate Project—The No. | 
charge accuses Hoffa of improperly in- 
vesting more than $500,000 in ‘leam- 
sters funds, most of them coming from 
his own Detroit local 299. He used 
these funds, sav the monitors, to further 
a Florida real estate project in which he 
held an interest. 

Phe Florida project was a develop- 
ment called Sun Valley, Inc., headed 
bv Henry Lower, a Hoffa associate. 
Lower started the project with a $50,- 
000 loan countersigned by Hoffa, from 
a Detroit bank. Later, to further sup- 
port the project, Hoffa's Detroit local 
deposited a total of $500,000 in the 
Florida National Bank at Orlando. 

Sav the monitors: “Both of the loans 
to Sun Vallev, Inc., were made on the 
understanding that the funds of Local 
299 would remain on deposit in the 
Florida National Bank at Orlando in 
a non-interest bearing account fe 
until they were repaid. Meanwhile, 
Hoffa held an option to buy into the 
project, an option he relinquished in 
1958 when the project failed. 

This move by Hoffa came cight 
months after he was named provisional 
president, under rules requiring fiduci- 
ary responsibility. By using union funds 
on an interest-free basis that would 
normally carn interest for ‘lcamsters 
members. Hoffa violated his trust—sa\ 
the monitors. 

e Bank Suits—Nicanwhile, Hoffa and 
the Detroit local have sued the Orlando 
bank and its president, Omar P. Hewitt, 
for $40-million in two separate slander 
actions. ‘ihe suits charge Hewitt with 
slandering Hoffa by implving — he 
pledged the union funds to Sun Valley. 

Hoffa also has another suit against 
the bank, seeking to force it to release 
some $399,000 deposited by the De- 
troit local. ‘The bank has refused to 
release the funds until Hoffa settles a 
delinquent account of $350,000 in 
connection with Sun Valley. 

Apparently Hoffa believes that if he 
wins cither suit, he will have critically 
undermined the monitors’ case against 
him. END 
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In Labor | 


UAW Organizing Activities Centralized; 
Brendan Sexton Heads New Operation 


Two important but unrelated changes in the structure 
of the United Auto Workers were instituted last week. 

Most significant was the centralizing of organizational 
activities under former education director Brendan 
Sexton in the newly created Solidarity House post of 
“coordinator of organization.” Heretofore, organizing ef- 
forts have been decentralized under the various regional 
or departmental directors. 

The move was interpreted as the first step in UAW 
plans to build up its membership by signing up new 
members among white collar workers and in areas—such 
as the South—which have been largely unorganized. 

The other change was the formation of a National 
Chrysler Council, similar to the GM and Ford councils, 
by the Chrysler locals. The councils serve as a means of 
maintaining a solid union front within a given company 
with widely scattered plants. The Chrysler locals never 
bothered to form a council so long as the company was 
concentrated on Detroit’s East Side. 

But in the last few vears, Chrysler Corp. has been 
decentralizing its operations to such widely separated 
points as Newark, St. Louis, Kokomo, and Indianapolis, 
with the result that locals could not so easily get together. 
The new Chrysler Council is made up of nine sub-coun- 
cils formed on the basis of mutual occupational interests. 


/ 
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Puerto Rican Dock Unions Merge 
Under Pressure From U.S. Chiefs 


A merger of bitter dockworker rivals in Puerto Rico 
may give AFL-CIO maritime unions an_ effective 
springboard for organizing foreign flag shipping in the 
Caribbean. Dockside peace may also free the Seafarers 
International Union, which has organized extensively 
throughout the island in manufacturing and other fields 
unconnected with the waterfront, for more land-roving. 

While the mainland International Longshoremen’s 
Assn. and the International Brotherhood of Longshore- 
men merged without a hitch upon the return of the ILA 
to the AFL-CIO (BW—Sep.26'59,p160), the correspond- 
ing groups in Puerto Rico had trouble forgetting seven 
vears of bad blood. 

It took a visit from ILA president, Capt. William V. 
Bradley, Brooklyn dock czar Anthony (Tough ‘Tony) 
Anastasia, ILA general organizer ‘Teddy Gleason, and 
SIU Pres. Paul Hall to fuse the two groups under the 
aegis of the ILA. Gleason was designated the ‘“co- 
ordinator” of the two still fractious groups as the two, 


- though merged, will continue present operations under 


separate contracts. 

Ultimately, the peace pact will clear the way for wide- 
spread use of containers on ships moving in and out of 
Puerto Rico. The ILA group, though smaller than the 
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IBL on the island, has more regular work at a $2.50 an 
hour rate on the Pan-Atlantic Steamship trailerships. The 
IBL membership earns $1.91 on conventional freighters. 
The ILA plans to bring that wage up and regularize work 
on the docks by encouraging containerization. 

The quarrel between the IBL and the ILA in Puerto 
Rico absorbed much of the energy of Paul Hall’s SIU, 
which had backed the IBL. Free of this, Hall expects to 
use his Puerto Rican staff to help organize foreign flag 
ships in the area, many of which use Spanish speaking 
seamen. In addition, the strategic hold over the port by 
the ILA is expected to help the SIU as it expands 
organizing around the island in general. 


AFL-CIO Bakery Union Opens New Drive 
To Pick Up Members of Rival Group 


The AFL-CIO’s American Bakery & Confectionery 
Workers Union last week launched an attack on the last 
major strongholds of the independent Bakery & Confec- 
tionery Workers, containing some 15,000 members along 
the Pacific Coast. ‘The B&C was expelled from the AFL- 
CIO on charges of corruption in 1957. But the federa- 
tion has recouped much of this loss. 

Most bakery contracts on the West Coast expire May 
1. And the staff of 30 AFL-CIO organizers hopes to get 
enough authorization cards signed by Mar. 1 to justify 
National Labor Relations Board representation elections 
before negotiations start. 

So far local Teamsters groups have maintained a 
hands-off attitude on the inter-union fight. But a special 
emissary from T’eamsters Pres. James R. Hoffa met with 
leaders of the B&C just after the AFL-CIO drive began. 
Hoffa has backed James G. Cross, president of the ousted 
B&C, in other fights with the AFL-CIO bakery union. 


Labor Briefs 


The National Labor Relations Board this week an- 
nounced the appointment of Thomas W. Miller, Jr., as 
director of information. Miller, former newsman and in- 
formation ofhcer of the Housing & Home Finance 
Agency, replaces Louis G. Silverberg, who joined the 
State Dept. as a labor attache in Japan. 


Albert Whitehouse, former United Steelworkers of- 
ficial, is on the way out as director of the AFL-CIO In- 
dustrial Union Dept. He will be replaced by Nick 
Zonarich, former head of the CIO Aluminum Workers 
before its merger with the USW, and Jacob Clayman, 
former executive secretary of the Amalgamated Clothing 
Workers and top official in Ohio CIO, as co-directors. 
Whitchouse will return to the steel union. 


Five “hot cargo” clauses, recently ruled illegal by a 
federal court, will remain in the new contract that ended 
a 10-week lithographers’ strike in San Francisco this week. 
The clauses will become effective if the union wins its 
appeal to higher courts. Lithographers also secured a 
+% wage increase, plus other benefits. 
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Trouble for Public Pension Funds? 


@ The spectacular growth of state and local pension 


funds have posed trustees with sizable investment problems. 


@ In some cases funds have made questionable 


investments based on lack of know-how or political pressure. 


Recently, Georgia newspapers front- 
paged a story involving the State Em 
plovees Pension Fund. The fund had 
made a $530,000 loan to the Atlanta 
Development Corp. to finance construc- 
tion of a citv office building. It later 
turned out that relatives of a promi- 
nent state official—a trustee of the Em- 
plovees’ Fund as well as other public 
funds—had a financial interest in the 
project. One outgrowth of this situation 
was the creation of the Georgia Indus- 
trial Development Administration, a 
watchdog group of businessmen and 
state officials to screen the investment 
policv of the state’s pension funds, 
which include such a mixed bag as 
church mortgages, loans to motels, 
restaurants, and pants factories (see 
table). 
¢ Texas Probe—A few months ago, the 
l'exas Senate set up a special committec 
to probe the investment policies of 
several major state funds, including 
the Teachers Retirement Fund, which 
has almost $400-million in assets. The 
investigation stemmed from a feeling of 
several state senators that operations of 
the Teachers Fund, at least, leaves much 
to be desired. One criticism is that onls 
one man handles the purchase of some 
$50-million in securities a year, decides 
on who gets $350,000 to $500,000 in 
commissions. 

And just this past week, a report by 
New York State’s Commission on 
Governmental Operations in New York 
City blasted the city administration for 
its operation of the city pension funds. 
It charged that the bulk of the $2.5- 
billion in city pension funds was being 
invested in New York City bonds, 
which carrv lower interest rates than are 
available in government and corporate 
bonds. 

What's happening in these states 
mav be the first faint stirrings of a 
storm of controversy over the operation 
and handling of over $16-billion in as- 
sets now held by state and local pen- 
sion funds. They range in size from the 
$50,000 fund of an Arizona School Dis- 
trict to the $2.5-billion assets of five 
New York City pension funds. 

These funds provide the retirement 
nest egg for some 4-million state and 
local government emplovees—police- 
men, firemen, teachers, judges, and the 
like. In the past 15 years, their growth 
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has been spectacular as cities and states 


have broadened coverage and sweet- 
ened benefits. 
e Unscrutinized—Yet, despite — their 


size, these funds have remained, ice- 
berg-like, only partially exposed to pub- 
lic view. ‘lwo years ago, the McClellan 
Committee, poking into union-run 
pension funds, turned up enough exam- 
ples of abuse, mismanagement, and 
downright stealing to stir Congress into 
passing clean-up legislation. Some com 
pany-administered pension funds have 
also come in for investigation and public 
exposure, 

The state and local funds have re- 
mained aloof from such scrutiny. ‘This 
condition, however, may be short-lived. 

BUSINESS WEEK reporters, checking 
through a sampling of public funds, 
found that although most were run in a 
conservative, professional manner, in a 
number of cases investments were made 
in securities that would never pass the 
“prudent investment” criteria 
pension trustees follow. 
¢ Questionable Practices—l’ew of these 
practices involve illegal acts. ‘They ar 
mainly matters of questionable judg- 
ment in the handling of public funds 
including: 

e Investing pension fund moncy 
in such church 
motels, local factories. Pension funds 
have also been used to finance the 
building of plants to help bring indus- 
tries into a state. 

e Making the financing chores of 
cities and states easier and cheaper by 
funds filling their portfolios with city 
and state bonds. For example, New 
York City’s pension funds bought $264- 
million worth of New York City bonds 
last year, 60% of the total bonds issued. 
¢ Legal Straitjacket-—Some of these 
practices stem from lack of investment 
knowhow, and_ political pressures. In 
other cases, the culprits are state laws 
that are too tight or too lax regarding 
investment policy. In most states in- 
vestment policy for public pension 
funds is encased in a straitjacket. 

Wisconsin, for example, limits in- 
vestment mainly to federal or Wiscon- 
sin state or municipality bonds. Cali- 
fornia and ‘Tennessee allow funds to be 
invested in anv. securities considered 
“legal” for insurance companics in the 
state. 


most 


assets as mortgages, 


Yet, even such super-safe policies 
don’t alwavs work out to the fund's 
advantage, because they make it diff- 
cult to provide the highest yields con- 
sistent with safety. 

Funds are usually set up on an actu- 
arial basis so that contributions plus 
carmings on the assets can cover pen- 
sion claims. So if a pension fund buys 
an ultra-safe investment that carries 
a 2.5% vield when the fund needs a 
3% yield to meet its actuarial esti- 
mates, the citv will have to increase its 
annual contributions to the pension 
fund. In the same way, sticking heavily 
to municipal bonds doesn’t make sens 
for funds (already tax-free) unless the 
vields are better than they can get on 
other equally safe investments. 

Or take the peculiar case of the Texas 
pension funds, which are strapped by a 
ruling that permits them to invest onh 
in securities the Universitv of ‘Texas 
has bought for its endowment funds. 
Ihat means the State Teachers Pension 
l'und, for example, has to sell securities 
whenever the university fund disposes 
of its holdings of a company stock. 
¢ Professional Assistance—Another big 
problem facing these funds is finding 
competent people to handle their in- 
vestments. 

New Jersey has a large professional 
investment © staff. The Ohio State 
Teachers Retirement Fund leans on 
Moodv’s Investment Service, and the 
Detroit Citv Emplovees Fund uses an 
advisory committee, which has_ repre- 
sentatives from cach of the citv’s three 
largest banks. 

Although there is a_ trend 
using professional people, some funds 
are run by state or local officials who 
know little or nothing about investing 
money. “After all, state officials aren't 
elected for their financial wizardry,” 
points out a knowing politician. 

e Dubious Loans—When this occurs 
vou can get the sort of situation that 
has cropped up among somc of the 
Georgia pension funds. Look carefully 
it their investment portfolios and you 
see a whole string of loans to motels, 
restaurants, car showrooms, and_ the 
like. Few banks would touch such loans 
without careful study and_ expertise. 
Yet the state funds have few on thei 
boards who would qualify as experts. 

In fact, just this week, one of the big 
motels on Jekvll Island, which the 
Georgia ‘Teachers Retirement Fund 
helped finance with a $1-million loan, 
was taken over by a group of New York 
investors to avert a sheriff's sale of the 
motel’s furnishings that were going on 
the block. 
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+ Here’s a Sampling of Investment by Georgia Pension Funds 
dlicies 
und’s 
iim | FUND INVESTMENTS AMOUNT 
oun: (original) 
Employees Fund Loan to Waynesboro Garment Co. ... $161,000 
ree Firemen’s Loan to John P. Pickett for Improve- 
; 3 Pension Fund ments to Pickett Chevrolet Co...... $50,000 
C - 
buys Firemen’s Loan to William Sitas for improvement 
ae Pension Fund to a privately owned water system $27,500 
ie: , Firemen’s Loan to the Trio Restaurant and Motel $42,500 
Sc its Pension Fund aan MOTEL Jekyll Island motel was loaned 
nsion Peace Officers Fund Loan to the Griffin Motel and loan to $100,000 by Teachers Fund. 
eavil the Capri Restaurant, both busi- 
iui nesses owned by the same group of $50,000 
s the MON 2. cere ener eseves ee e $32,000 
et on Teachers Fund Loan to Coastal Estates, Inc., for first 
mortgage on Jekyll Island Estates 
Pexas ae Kobeeedaeneass . $100,000 
Ds \ Teachers Fund Two loans to Seaside Investment Co.. . $704,000 
Pros secured by land on Jekyll Island. .. $495,266 
exas 
unds. Teachers Fund Loan to St. Andrews Beach Corp. to 
sion finance motel on Jekyll Island. ... $299,000 
ae Teachers Fund Loan to Alpine Motor Lodge ...... . » $250,000 
k. Employees Fund Loan to Butts County Development CHURCH-—Baptist Church in Atlanta re- 
r big Corp. for lease to Blackwood Indus- ceived $200,000 from Employees Fund. 
nding tries of Georgia .............. .» $110,000 
ir in- Employees Fund Loan to Lithonia Lighting Products Co., 
a company that makes lighting fix- 
sional REE Senin ype . « $300,000 
State Employees Fund Loan to Social Circle Development Corp. 
; he for lease to Venus Textile Co...... $32,500 
Cc 
ne Employees Fund Loan to Sylvester Worth County Indus- 
repre- trial Development Corp. for lease to 
three Sylvester Textile Corp. .......... . $271,000 
Teachers Fund Loans to 38 churches including First 
yward Baptist Church, Douglasville, Ga... $200,000 
= First Baptist Church, Milledgeville, Ga. $250,000 was loaned $530,000 by Employees Fund. 
esting e : _ : 
onl careful study. ‘They also entail some as to assist old industries in operation. ‘Teeny-Tot Cradle Factory of Podunk, 
dry,” additional problems, as Dr. Roger Mur- The bill didn’t pass, but several Ga.” 
tay, former vice-president of Bankers Georgia funds do make such _ invest- Chis hits at the nub of the problem. 
yCCUTS lrust Co. and now professor at Colum- ments (see chart). The way such a deal If the company that leased the plant 
that bia University, points out. works is for the local community to — goes out of business, perhaps no one in 
f the “What do you do with the property form an industrial development corpo- town can use the buildings. 
efully if vou have to take it over? Can you ration. ‘This corporation then nego- ¢ Public Bond — Purchases—Another 
| vou think of worse public relations?” tiates to get a company into town and — questionable practice is using pension 
otels, There's also the question of whether — in the process will agree to build a plant — funds to help citics and towns market 
| the it's wise tor a public body to be the and lease it to the outside company. their bonds at low interest rates. ‘The 
loans creditor of a religious institution. ‘To do this, it gets a loan from the pen- aim of the town or city is directly 
ortise. Using state pension funds to help — sion fund and secures it with building counter to the goals of the fund trustees 
sheis the state’s industrial development pro- and land and maybe other guarantees. which is to get maximum vield. Often 
perts. gram is likewise a questionable practice. If the company has a first-class credit in such cases political pressure _ is 
> hae he millions of dollars salted away in standing, the investment can be sound. brought to bear on fund officials. In 
. the such funds are a great temptation for But here again expertise is demanded. Virginia, the Virginia Retirement Svs- 
Fund many a small town or city anxious to Moreover, there’s the real question tem has bought state dormitory bonds 
arg get new industry. of whether pension money should be — (limited by law to +%) which the state 
York * Real Estate Investment—In 1956, a used this way. “When I retire | want had difficulty marketing. In this case, 
f the bill was proposed to the Georgia Legis- to know I'll be getting monthly income — the fund tricd to sell the issues to pri- 
a ai lature requiring the Employees Pension no matter how small,” says one state — vate investors as soon as it found a mar- 
) Fund to invest 45% of its funds in — official. “I don’t want to be told instead ket and put the proceeds into higher 
“Saeed ; . et and put tne | - 
aii corgia real estate; the idea was to that I’m the proud owner of one- _ vielding securities. 
bring new industry into the state, as well twentieth of a share of stock in the In| New York, State Comptroller 
1960 
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Arthur Levitt, who 1s sole trustee of the 
$1.5-billion State Employees Retire. 
ment Fund said he has been under pres- 
sure from builders and some politicians 
to invest the fund’s assets in low-interest 
loans to builders who are now finding 
bank loans difficult to obtain. 

¢ Conflicting Role—In New York City, 
the situation is further complicated by 
the fact that the official responsible for 
selling city bonds at the lowest inter- 
est rate is the same man responsible for 
investing the city pension funds to get 
the highest rate. ‘The man with the two 
hats is City Controller Lawrence 
Gerosa. ‘The two hats Gerosa wears are 
comparable to those worn by Treasury 
Secy. Robert Anderson who sells gov- 
ernment bonds with one hand, and 
with the other buys bonds for the So- 
cial Security ‘Trust Funds. Just this past 
week the Treasury took steps to clarify 
this dual role (page 115). 

Currently, $1.8-billion of the assets 

of the New York City pension funds, or 
75% are invested in citv bonds. 
Whether it was to the advantage of the 
pension funds is questionable. ‘This past 
vear, the citv funds bought $264-mil- 
lion in city bonds at vields ranging 
from 3% to 3.5%. At the same time, 
it could have bought Aaa public utili- 
ties vielding around 4.2% to 4.7%, or 
U.S. governments, yielding 3.6% to 
4.5%. A difference of 1% in vield rate 
could mean several million dollars in 
additional earnings for the fund, and 
cut down on the annual supplement the 
city has to provide. 
e Financial Distortion—This looks like 
no more than the right taking from 
the left hand. But such practices can 
conceal the cost of government by un- 
derstating the expense of debt service 
and overstating the cost of pensions. 
And it is by no means clear that a 
loss to one is an equivalent gain to the 
other. 

The City of Houston pension fund 

does heavy buying of city bonds. The 
policy is defended on the basis that it’s 
good fiscal policy to own the city’s own 
securities. ““This strengthens the market 
for our own bonds,” savs George Nich- 
ols, who heads the city’s treasury depart- 
ment. 
e Majority View—But the majority of 
fund trustees shudder at such practices. 
“We feel we would be inviting criti 
cism if we bought Philadelphia bonds,” 
says Harry G. McDowell, deputy-finance 
director. 

The bank advisers to Detroit’s pen- 
sion funds don’t like the idea of “buy- 
ing your own credit” and have not 
recommended such action. State Comp- 
troller Arthur Levitt of New York, who 
wears two hats, feels the same way. His 
goal in buying is to get the highest yield 
consistent with maximum _ security. 
“When I’m selling, my goal is exactly 
the opposite.” END 
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Library, College of William & Mary, Norfolk, Va. 


Tidewater Provides Intangibles For Industry 


The intangibles — among others, educational, cultural and recreational facilities — play an important role 
in plant site selection decisions. Such things are an important part of the business climate and good living 
of Tidewater Virginia. 


Only a ready source of trained minds, stable and content executives and production workers can convert 
materials, fuel, transportation and marketing facilities to profit. Tidewater Virginia has the extra liveables 
that pay dividends .. . year-round climate . . . political harmony and understanding governments ... abun- 
dant recreational opportunities . . . friendly people who eagerly extend a welcome. 


Beyond the important intangibles, Tidewater offers industry seeking new plant locations the coveted tangibles 


. . . renowned deep water facilities of the Hampton Roads’ ports . . . overnight rail and truck service to 
Eastern markets . .. abundant labor ... fuel . . . power .. . immediate access to expanding con- 
sumer and industrial markets . . . sound benefits worthy of new industry consideration. The warm living 


climate is matched by proven business confidence in growth and prosperity. 
For a confidential report specifically tailored to your plant’s needs and showing the advantages of Tide- 
water Virginia, please contact: 

Clarence H. Osthagen 


Vice President and Executive Director 


Tidewater Virginia Development Council 





= * we 300 Boush Street Norfolk, Virginia 


Officially representing the cities and towns of Boykins, Branchville, Franklin, Norfolk, Portsmouth, Smith- 
field, South Norfolk, Suffolk, Virginia Beach, Wakefield and Windsor; the counties of Accomack, Isle of 
Wight, Nansemond, Norfolk, Northampton, Princess Anne and Southampton. 
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Funds Take a Cautious View 


Mutual fund managers see bull market losing momen- 


tum. Most expect it to move in a narrow trading range this 
year; some think it has already seen its high. 


A year ago, BUSINESS WEEK made its 
first annual survey of mutual fund man- 
agers—the men who make investment 
and open-end portfolios—and how they 
viewed the economy and the stock mar- 
ket. Their mood then was fairly cheer- 
ful, cautiously optimistic. If they erred 
—and some did, grievouslv—it was by 
being too conservative about the up- 
ward trend of stock prices. 

That is what makes the results of 
BUSINESS WEEK’s second survey signifi- 
cant. For the mood of fund managers 
has turned almost full circle. The com- 
mon theme now is one of uncertainty 
—uncertainty about the level of eco- 
nomic activity later in the vear, uncer- 
tainty about the reaction of other in- 
vestors talking about a_ business let- 
down. 

The fund managers themselves view 
the bull market as losing momentum; 
they think the risks are beginning to 
outweigh the potential profits. Many, 
in fact, feel that the market may have 
already seen its high for the year. If 
they are again on the conservative side 
in estimating the forces they see at 
work, then the stock market could really 
be headed into trouble in 1960. 
¢ Signs—This defensive turn was 
clearly indicated by portfolio transac 
tions of the funds over the past six 
months, and especially in 1960's fourth 
quarter (table). Many fund managers 
began pruning out equities, chiefly be- 
cause they felt stock prices had fully 
discounted potential gains in earnings, 
partly because bond yields were becom- 
ing so much more attractive than low 
stock vields. 

A relatively large number of funds, 
in fact, ended up 1959 as net sellers of 
stocks—a big change from 1958, when 
the woundedigtien majority were net put- 
chasers. And the funds are now reluc- 
tant to pump new cash into the stock 
market in the way investors have come 
to accept as normal. Their shift into 
neutral is one of the main factors be- 
hind the market’s present shakiness 
and may well contribute to a new de- 
cline later in the vear. 

e Influence—The role of the funds and 
the strength of their influence on the 
market is open to dispute. But there 
is no doubt they can—and do—have an 
effect. This stems both from their size 
and their fast growth. At the end of 
1959, net assets of all investment com- 
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panies totaled nearly $17.4-billion, com- 
pared to $14.8-billion at the end of 
1958—a gain of roughly 18%. 

When mutual funds buy or sell, they 
influence other investors. In the earlier 
stages of the bull market, institutions 
showed a willingness to step in and bid 
up prices at the slightest sign of price 
concessions. Others then climbed on 
to their bandwagon. 

But now the big investment com- 
panies are hugging the sidelines, waiting 
for the next basic trend in stock prices 
to show itself before they move. Even 
the all-common-stock funds, dedicated 
to a policy of full investment in equi- 
ties, are more selective now. And if 
the mutual funds steer the course thev 
sav thev’ve set for themselves, thev 
won't be coming back into the market 
in any volume any time soon. ‘This 
means others may stay out, too. 
¢ Caution—One sign of the new cau- 
tion evident among mutual fund man- 
agers is in their predictions on the 
movement of the Dow-Jones industrial 
average. The best any of them see for 
the index this vear is 750, compared to 
the all-time high of 685 in the vear’s 
first week, and this week’s 635. A 
number feel it could hit 700 or so in 
late spring. But many feel 685 will 
stand as 1960’s high. 

Few look for any steep decline, 
though. A surprisingly large number 
do see a sharp break to, say, “about 550, 
and a few to as low as 500. But most 
fund managers see the year’s low some- 
where around 615. 

The relatively thin trading range 
they foresee fits in with their prediction 
about general business conditions. Few 
fund managers see any great spurt in 
production this year—except for in- 
creased volume in the first half as in- 
ventories are rebuilt. Many think that 
consumer spending and military cx- 
penditures should keep rising, and that 
this should sustain a high level of in- 
dustrial output. Yet they don’t en- 
vision any dramatic climb in output. 
A few even talk in terms of a business 
downturn toward the yearend. 

Specifically, most fund managers 
think the Federal Reserve Board index 
of industrial production will average 
between 166 and 170 this year; a good 
many think it could go a bit higher, 
say, to 172 or so. In December, the 
IRB was 165, so you can see that fund 


officials aren’t betting on a big spurt. 
But neither do they see business falling 
out of bed. 

This slowing rate of gain 
tion should have an effect on stock 
prices. The managers of investment 
funds evidently think it will dampen 
investor enthusiasm, particularly for the 
so-called growth stocks. That’s the chief 
reason why those few funds that plan 
to switch investment tactics this year 
say thev will switch toward more de- 
fensive issues. 

e Tight Money—lhe fund managers’ 
biggest worry is tight money. They 
see Federal Reserve monetary policy 
as the most important factor in de- 
termining this vear’s stock price level, 
and most expect further credit restraint. 
They assume that tight money will 


1 produc- 


work its two-way squeeze on_ stock 
prices: It brings about higher bond 
vields, which make stock vields look 


that much less attractive; and it brakes 
business spending, thus cutting pro- 
jected earnings and dividends. 

e Shift—Pessimists also think they see 
a change in investor sentiment. Fund 
managers agree that the public’s con- 
fidence in cquities last year spurred 
the rise in stock prices. But many now 
feel this confidence is ebbing somewhat, 
with fixed-income investments more 
fashionable. 

For one thing, they detect a diminish- 
ing fear of inflation and so a dwindling 
yen for stocks as a hedge. More im- 
portant, they Sav they note concern 
among small investors over the outlook 
for auto sales, homebuilding starts, em- 
plovment. They feel the public’s move 
into Treasury securities is a sign that 
small investors are looking more for safe, 
high-vielding investments. 

Not all fund managers are pessimistic. 

A good number look for a high level of 
stock prices because of military and 
consumer spending, and hikes in cor- 
porate earnings and dividends. 
. Selective—The prevailing uncertainty 
is best reflected in the wide range of 
opinions on which stock groups will 
outperform the averages this year. I’ und 
managers, of course, “always see certain 
stocks as winners. But this vear they 
are willing to pick very few such. 

Generally, fund managers who ex- 
pect a shaky market name the utili- 
ties, banks, insurance companics, and 
some retail trade stocks as 1960's best 
bets. They feel these stock groups 
not only can withstand any market 
break, but also have the potential to 
increase in price. 

A handful of votes are cast for the 
rails, chemicals, electronics, and office 
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Common Stock Portfolio Transactions 
NO. OF 
GROUP PURCHASES SALES ISSUES 
urt. Utility .....eccceceeveees $48,233,650 $17,997,072 64 
ling SECURITIES eT, eee. 6,728,136 23 
Electric & Electronic........ 25,230,762 4,948,270 31 
luc- Auto & Auto Parts......2++. 19,391,402 3,692,838 12 
rock BOX Metal & Mining......++.+. 18,818,026 9,248,654 29 
rr: ee | 8,837,613 15 
a Oil & Oil Equipment........ 16,098,072 22,319,769 32 
niet SCORE Bank & Finance...... tvese VOmenn ee 2,178,550 30 
plan Building & Construction..... 11,556,710 10,571,165 33 
= ; ROSMAN cccccccccesece GR 1,371,152 15 
= How the funds ( 
de- Retail Trade ........ee0+e2 8,333,280 2,099,269 17 
cted NN 4 6 6 trtces 0004 eee, oe 270,000 5 
Ts’ ba in 1959's Food & Beverage.....+.++- 7,684,951 3,072,601 12 
‘hey BISUTENEE® ciccceee tecovses Gaeaeee 3,172,774 15 
icy fourth quarter Machinery eevee eeeeeveeen 6,364,926 6,158,332 21 
de- Office Equipment ......... 6,003,484 686,381 9 
‘vel, Paper & Pulp...... veceeee 5,645,690 2,040,391 10 
unt. Ee wees 5,626,204 2,300,310 6 
will Rail & Rail Equipment...... 4,711,413 2,128,500 9 
pe Container ........ cooscess SOURS 4,122,100 7 
cok Aircraft ....00000: ceseese 3,490,864  —-3,449,539 1 
ikes } Steel see eee eereeereeeeeeveve 3,453,01 3 15,503,875 11 
ita Miscellaneous .....-+eee++ 16,150,156 13,379,295 43 
I Data: Arthur Wiesenberger & Co. 
ae Some Top Favorites Some Big Liquidations 
mee —BOUGHT— ——SOLD—— 
now NUMBER NUMBER NUMBER NUMBER 
hat, COMPANY OF FUNDS OF SHARES COMPANY OF FUNDS OF SHARES 
nore (net purchases) (net sales) 
Am. Electric Power......11 353,496 British Petroleum, Ltd..... 2 293,900 
rish- Tenn. Gas Transmission. . 3 136,465 American Airlines ..... co 174,400 
ling er 14 131,500 American Foreign Power.. 3 143,600 
= os Central & South West.... 6 98,800 Northwest Airlines ...... 4 108,600 
look SquareD ..........000 2 91,000 ee ae 77,356 
em- NY State Elec. & Gas..... 8 90,440 I, 40:4. lerators eres 77,074 
nove oo hs, ee a 75,250 Container Corp. ........ 2 75,000 
that reer 6 65,900 Jones & Laughlin ....... 7 68,300 
safe, Transamerica .......... 4 64,600 American Viscose ..... » 67,400 
tic Dow Chemical ......... 7 64,587 és 6< 6s 00 sees ie @ 55,667 
istic. 
el of SOUTE, ROSNUCK occccccns F 61,565 Smith, Kline & French.... 3 51,000 
and OO rer ee 3 55,000 Socony Mobil Oil. ....... 4 48,700 
cor- WO wr aecees cbeeeee we 48,200 Hooker Chemical ....... 2 46,500 
Allied Chemical ........ 6 46,700 North American Aviation. 5 46,500 
sage : Int'l Nickel ........0...12 44,900 Niagara Mohawk Power.. 4 44,249 
Cc ¢ 
“will General Motors ........10 43,600 re 6 43,400 
‘und Continental Can ........ 4 42,800 a ee ne 41,500 
rtain SEE PD cceccrccess © 42,035 United Fruit ......... Tee 40,400 
they Philips Lamp ........... 4 37,400 Inland Steel ....... coor S 38,500 
General Electric ........ 9 36,700 Skelly Oil ....... oe 37,500 
| CX- Data: Commercial & Financial Chronicle. Data: Commercial & Financial Chronicle, ©susiness WEEK 
utili- 
and 
best 
— Cquipment stocks. Scattered tallies go managers fecl have been overbought housing starts, municipal projects, and 
rket to paper stocks, oils, small airplane Many of these same funds sold out highways. Some look for a sharp down- 
il to . manufacturers, meat packers. stecls at good profits shortly after the — turn in shares of farm equipment mak- 
: Uhere’s a bit more agreement on — settlement. crs, textiles (despite a rosy earnings out- 
, the which stocks will be laggards. Heading Building shares also are expected to look for many of them), coppers, and 
office the list are steel shares, which fund — suffer, as credit conditions bite into airlines. END 
1960 
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you need them! 





Weber Label Printing Machine produces product identifi- 
cation or content labels when, where and as they are 
required. Cuts costs, eliminates label inventory problems! 


No matter what volume or assort- 
ment of labels you use—shipping, 
product identification, carton con- 
tent, box end, etc. — a portable 
Weber Label Printing Machine in 
your office or plant saves money, 
time and effort. Compact, type- 
writer size—this fully automatic 
machine prints, counts, cuts to the 
size desired, and stacks labels at the 
rate of 105 per minute. 


With a Weber Label Printer you no 
longer need to buy, store and inven- 
tory large quantities of labels. It 
enables you to print your own as 
you need them. You get control and 


WEBER MARKING SYSTEMS, INC. 


complete flexibility—print shipping 
labels one minute, product identi- 
fication or packing slips the next. 
The Weber Label Printer can be ad- 
justed in seconds to satisfy all your 
requirements for different sizes and 
varieties of labels for use in ship- 
ping, production, packing, inspec- 
tion or for other departments. 
Prints from either a stencil or rub- 
ber mat on practically any roll 
stock—gummed, ungummed, linen 
or pressure sensitive. For more de- 
tailed information on the various 
Weber Label Printers, mail the 
coupon below. a 





Wall St. Talks... 


. . . about mutual fund 
management fees, tax dodges 
in housing, stock sale gim- 
micks, price gyrations. 


A civil war is developing in the mu- 
tual fund industrv as a result of SEC’s 
digging into big management fees. 
Some funds have voluntarilv scaled 
down their management fees and are 
anxious to advertise the fact, pointing 
up the comparison with funds which 
haven't. One fund man predicts a price 
war in management fees. 


Construction companies have been 
warned that the Internal Revenue Serv- 
ice is cracking down on_ businessmen 
who set up a chain of corporations in 
order to avoid the full 52% corporate 
tax bite. Chief target seems to be home 
development projects. 


Underwriters are using all sorts of 
gimmicks to push little-known stocks in 
todav’s tight new issues market. The 
latest is one devised by Charles Plohn 
& Co. to sell 140,000 shares of Sta-Brite 
Fluorescent Mfg. Co. of Miami. On 
top of a 75¢ commission for cach $5 
share sold, Plohn is offering dealers one 
free share for everv 10 they sell. This 
means that if dealers then sell the bonus 
share, too, thev get the whole $5. 


Ihe current upsurge in bond prices 
has caught at least two big Wall Street 
firms in “short” positions, with losses 
trimming off a lot of the fat profits 
made by going short in the past several 
months. Of the two firms it’s hurting 
the all-bond house more than the diver- 
sified “department store” firm. 


SEC is probing the gyrations of Co- 
lumbus Electronics Corp., whose shares 
jumped from $3 to S6, then fell back 
again. The stock moved up on rumors 
a a “fabulous” contract that Columbus 
was to have received, but the deal evi- 
dently never took place. 


Investor appeal of the Florida land 
boom seems to be waning. When Can- 
ada’s Cockshutt arm Equipment, Ltd., 
announced this weck that it was branch- 
ing out with an investment of $9.1- 





Dept. 15-B 3 million in Florida real estate, its stock 
poset net gel i promptly sold off on the news. 

Weber Aeon — — complete data on Weber Label 2 Maxwell H. Gluck, president of Dar- 
rinting achines. 


ling Stores Corp., savs he'll 8 on to 
unseat the present board of H. L. Green 
Co.—even though he could get holders 
of only 13.5% of Green’s stock to back 
his call for a special stockholder’s meet- 
needed to call the 
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On The company with adequate cash available at all times 
h $5 is at a distinct competitive advantage. If your company 
) One will use outside funds in 1960 to assure maximum pro- 
his gress and profit, investigate our method. COMMERCIAL 
— CREDIT’s advances to manufacturers and wholesalers to 
supplement cash working capital reached a record high 
ices of One and one-quarter Billion dollars last year. 
treet 
we Here are a few reasons for this popularity: We usually 
ON provide more money than can be obtained from other 
veral sources. We furnish it fast—usually within 3 to 5 days. 
rting We eliminate the uncertainty of periodic renewals—our 
jiver- arrangement continues as long as the need exists. We 
increase the amount of cash automatically if increased 
C sales create the need. We minimize cost—the amount 
tee used can be varied automatically to fit changing needs. 
back You can arrange NOW for cash you may need any 
en time this year—without any fixed commitment or ad- 
4 = vance expense. Whether you require $25,000 or millions 
. —for months or years—we will welcome the opportunity 
J to provide it. Ask the nearest COMMERCIAL CREDIT 
land CORPORATION Office below. 
Can- 
Ltd., 
nch- BALTIMORE 2..........:0% . .3800 St. Paul Place 
59 |- Cae ©. oss. acess 222 W. Adams Street 
tock Los ANGELES 14...... 722 S. Spring Street 
New Youre 36......... 50 W. 44th Street 
SAN FRANCISCO 6.......... 112 Pine Street 
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the COMMERCIAL CREDIT COMPANY subsidiaries provide over four billion 


dollars of financing services annually. Capital & Surplus over $225,000,000 


1960 


















WINTER —throngs of skaters are what you'd expect to 
see on the 85 x 185 foot Baltimore Memorial Ice Rink. 








From December until Spring this rink is a colorful scene 
of flashing blades and gay spirits. But when April’s 
balmy weather breezes in, a quick change takes place. 
Fence and kick-board are cleared away. The rink dis- 
appears and a 200-car parking area is provided for 
Baltimore Oriole fans streaming into Memorial Stadium. 
Rooters for the Colts take over in football weather. 


Steel helps this skating rink lead a double life 


SUMMER AND FALL—the rink becomes a parking lot for 
baseball and football fans at adjacent Memorial Stadiur 
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When skates are back in season, 10 miles of Bethlehem 
Steel refrigeration pipe embedded in the concrete freezes 
1% inches of water into hard-surface ice. 

Besides its use in refrigeration, steel pipe serves de- 
pendably in heating, plumbing, and air-conditioning 
. .. in transmission lines for gas and oil... and wherever 


liquids and gases are conveyed. 





BETHLEHEM STEEL 2a 
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In the Markets 


Stock Prices Rebound in Rally 


Attributed to Technical Factors 


Stock prices finally rallied this week. In a sudden and 
sharp movement, the Dow- Jones industrial index shot 
up from a low of 622 to 637 before falling back again. 

Most analysts described the rally, sharp : as it was, as 
a technical reaction to the slow but steady erosion of 
stock prices during January. ‘They pointed out that 
volume was small, indicating that there was no great 
tush of buyers; and they also cited the fact that the 
rise was over by midweek, which suggested that there 
was no real momentum to it. 

The rise is deceiving. For the market is considered 
“thin,” with very few orders on specialists’ books. ‘That 
means that any demand is likely to cause a quick markup 
in prices, while any sudden rush of selling sends the 
market down. 

Most investors are clearly awaiting firmer indication 
of which way the economic winds are blowing. As long as 
trading remains light, it is doubtful that the market will 
make any decisive moves. But this does not rule out 
pretty wide fluctuations. 


Bullishness in Government Issues 


Helps Treasury Save on Refunding 


Government securities prices continued to rise this 
week, particularly in the money market. Nincty-one-day 
Treasury bills are now selling to vield less than 4° , and 
six-month and one-year bills have fallen below 44% 

The new bullish tone contributed substantially to the 
Treasury's success in refunding $11.5-billion in maturing 
securitics—about $5.5-billion of them publicly held. ‘The 
Treasury offered a choice of a one-vear 45% certificate 
at par or a four-year, cight-month 4§% note, priced at 
$997.50 to vield 4.93%. 

Only two weeks ago, the market was sure that the 
Treasury would have to pav at least 5% on the note. 
While a “magic” 5% coupon would have made head- 
lines and attrac cted smaller investors, the ‘Treasury's move, 
prompted by the market's bullishness, will save some 
$700,000 vearly in interest on each $1-billion of the notes. 

The biggest factor in the current wave of optimism 
is a projected ‘I'reasury surplus of $2-billion this calendar 
year, compared with a deficit of $8-billion in 1959. In- 
vestors are not sure that rates will continue to decline and 
prices rise, but they feel that they cannot be badly hurt 
by buying now. In fact, the new sentiment has spread 
to the corporate bond market, where only two small 
issues remain in syndicate, and is beginning to be felt 
in the municipal bond market, where prices are con- 
sidered relatively low. 

Federal Reserve officials seem 
in monetary policy. They think the market anticipated 
a severe tightening which did not come off. But no 
big casing in market rates is ahead. If demand rises 


to be marking time 
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sharply, rates will move up again; if it doesn’t, they 
should stay at or near current levels. 


Treasury to Hike Interest on Money 


Borrowed From Government Trust Funds 


The Treasury this week took the first step to bring 
interest rates it pays on money borrowed from other 
government agencies more into line with the market. 
I'ffective immediately, it will pay higher interest on loans 
from veterans insurance funds, under a flexible market- 
based formula. 

The Treasury aims eventually to adopt similar rate 
plans for borrowing from such government funds as social 
security, civil service retirement, and railroad retirement. 

The veterans life insurance funds now hold about 
$6.8-billion in nonmarketable government securities. For 
several years the ‘l'reasury has fixed interest rates on these 
securities at 3% to 34%. Under the new formula, inter- 
est rates would be set about 4 of 1% under what the 
Treasury pays when borrowing in the market. ‘The pre- 
vious 3% to 34% rates would be kept as a floor, however. 

For this year, the ‘Treasury expects the new securities 
to carry an interest rate of 4% to 44%. This is expected 
to cost the Treasury some $9-million to $10-million, all 
of which is ticketed to be paid out in dividends next 
year to veteran policvholders. 


Banker and Oilman Dip Into Electronics 


Investment banker John L. Loeb, of Carl M. Loeb, 
Rhoades & Co., and Jack Wrather, Texas oilman and 
head of the Jack Wrather TV organization, have made 
a bid for control of Jerrold Electronics Corp. Milton J. 
Shapp, president of Jerrold, said this week that he is 
selling 322,000 shares to Loeb—reportedly at $6.50 per 
share—and that Wrather has an option on 220,000 ad- 
ditional shares—at $9 per share. 

Loeb, considered one of Wall Street’s smartest opera- 
tors, has made big killings in shares of sugar and oil 
companies, Loeb and Wrather’s interest in Jerrold re- 
portedly rests in its ownership of T'V community antenna 
systems and its marketing of TV closed-circuit systems. 
Jerrold traded over the counter this week at $7. 


American Dryer Named in SEC Complaint 


The Securities & Exchange Commission lashed out this 
week at the promoters of American Dryer Corp., Phila- 
delphia, whose stock spurted from $6 to $9 in December 
when the company launched a spectacular publicity — 
paign. ‘This weck, the shares traded at around $4.50 

The agency accused American Dryer, which makes 
dryers and emergency lighting units, and 11 other defend- 
ants of selling unregistered company stock. SEC also 
said that William F. Kane, American Dryer’s president, 
had stock issued in the names of various fictitious persons, 
dummies, and nominees to “hide his true identity as 
seller.” Kane declined comment. 
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YOU USE CAUSTIC SODA THROUGHOUT YOUR BUSY DAY 


Caustic soda—technically, sodium hydroxide—is a 
basic chemical used in so many ways by so many 
industries that it plays an important role in every 
business executive’s daily round. In fact, it probably 
has already affected your day in many ways. Sur- 
prised? Here’s the evidence. 

For one thing, the suit you put on this morning 
owes its neat appearance in part to caustic soda. 
Whatever your choice in fabric—wool, synthetic, or 
blend—caustic soda was probably used someplace 
along the way in processing the fiber. And, of course, 
the same applies to the rest of your clothing. 


Much of the paper that is so vital to your working 
day—in every form, including desk calendars, letter- 
heads, business papers, and of course, order forms 
and invoices—was processed with caustic soda. 

Caustic helps you keep your appointments on 
time, too. It is used in refining petroleum to produce 
fuel for cars, taxis, and planes. 

Columbia-Southern, a leading producer of caustic 
soda, supplies users in many industries. Columbia- 
Southern also produces chlorine, soda ash, and re- 
lated chemicals, all of them indispensible “‘building 


materials” in our advanced economy. 


COLUMBIA-SOUTHERN CHEMICAL CORPORATION 


A Subsidiary of Pittsburgh Plate Glass Company ® One Gateway Center, Pittsburgh 22, Pennsylvania 


Anhydrous Ammonia, Barium Chemicals, Benzene Hexachloride, Calcium Chloride, Calcium Hypochlorite (Pittchlor®, Pittabs*), Carbon Tetrachloride, 
Caustic Potash, Caustic Soda, Chlorine, Chlorinated Benzenes, Chioro IPC, Chrome Chemicals, Hydrogen Peroxide, Muriatic Acid, Pacific Crystals, Per- 
chlorethylene, Rubber Pigments (Calcene®, Hi-Sil*, Silene*), Soda Ash, Sodium Bicarbonate, Sodium Sulfate, Titanium Tetrachloride, Trichlorethylene 
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SERVICE 


The Westminster Kennel Club show in New York’s Madison Square Gar- 
den, Feb. 8-9, not only rates as top dog show in the country; it’s also a gauge 
to the current popularity of various breeds. 


The top winner at the show (and the runner-ups) can be a guide, if 
you’re in the market for a pet. But choosing a dog isn’t so easy as it may 
sound, especially if you want a good purebred that fits in well with your 
mode of living and your family. Youngsters in the home make a big differ- 
ence, of course. 


Your best bet is to disregard that old saw about the true nobility of 
some mongrels, and get a purebred. There are approximately 6-million in 
the U.S., about half of them registered with the American Kennel Club. 
This means you can be sure a pup has good blood lines—and that’s the only 
way to get a possible show dog. 


Choice is wide. There are 113 breeds, ranging from miniature poodles 
to rugged hunting dogs. Last year alone, three new breeds (including the 
silky terrier) were recognized by AKC. Currently, the favorites are beagles 
(first since 1953), poodles, chihuahuas, dachshunds, German shepherds, 
cocker spaniels, and boxers. 


Before you decide, take your own needs into account. If you live in an 
apartment, forget about Great Danes and St. Bernards and concentrate on 
dachshunds, miniature poodles, and other small dogs. The big ones are 
fine, if you live in a suburb where the rules may not be so strict about 
letting dogs off the leash, or where you have a large fenced yard. 


If you have young children, a big dog may be better than a small one. 
They can take more abuse, without snapping—your kids might be able to 


pony-ride a St. Bernard, for instance, but never a wire-haired fox 
terrier. 


Then, how much time, attention, and money do you want to spend? 
Despite youngsters’ promises to tend the dog, the chore usually is left to 
you, or maybe the maid. A dog with a long, heavy coat, like a Collie or 
Pekingese, will need more brushing time than a short-hair; and a female 
may be more trouble than a male, although usually more affectionate. 


The chances are you won't find a purebred pup for less than $50, and 
for breeds like dachshund or boxer, you'll pay at least $100. Some cost 
several hundred. A potential show dog runs about $1,000 and up. 


Upkeep costs vary. A poodle, for instance, can cost maybe $7.50 every 
other month, just for clipping (if you want it to look like a poodle). Food 
depends on whether you feed table scraps (not recommended), dog food, or 
T-bone steak. Figure $60 to $100 a year for total upkeep on an average-size 
dog—if he stays healthy. 


It’s best to buy a pup at 10 to 12 weeks, and aimost never after four 
months. Pick a bright-eyed one that’s spirited and lively, with clear eyes, 
clean nose, gums pink and firm, and skin free of infection. 


If eyes and nose are discharging, the owner may say it’s just a cold; 
but insist on having a veterinarian check. In fact, it makes sense to call a 
“vet” in any case—for $5 or $10 you'll be sure of getting a good, healthy 
animal. 
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Deal with a reputable kennel and ask for AKC registration papers 
when you buy. The kennel also should stand ready to refund your money 
if for some reason the dog doesn’t turn out well, and should alert you to 
details of feeding, shots the dog may require, and so on. You can get a list 
of registered kennels by writing to the American Kennel Club, 221 Fourth 
Ave., New York 3. 


There are several items you’ll need when the pup comes home. You 
should have a kennel outdoors, or a warm and comfortable place indoors, 
also a food bowl, water bowl, leash, cheap collar (he’ll soon outgrow it), and 
a dog license. Sometimes the kennel will give you a couple of days’ supply 
of food for the pup when the feeding routine is explained. 


If you want your dog trained, you can do it yourself, using one of several 
good books available, or you can take the pup to obedience school, for a 
modest fee. Write to Gaines Dog Research Center, 250 Park Ave., New York 
17, for a list of dog obedience clubs and classes in your locality. 


Waistline dept.: Here’s Metropolitan Life Insurance Co.’s new table of 
“desirable weights” for men 25 and older. Figures represent weights in 
ordinary indoor clothing and heights in shoes (BW—Oct.24’59,p153): 


HEIGHT SMALL FRAME MEDIUM FRAME LARGE FRAME 
Dee BOR ccccces 112-120 Ib. 118-129 Ib. 126-141 Ib. 
, Serre 115-123 121-133 129-144 
Wen BO covcccs 118-126 124-136 132-148 
See DO cvccsss 121-129 127-139 135-152 
Dee GO cacesss 124-133 130-143 138-156 
2 4 eee 128-137 134-147 142-161 
ae ee .centeen 132-141 138-152 147-166 
OM FOR scccces 136-145 142-156 151-170 
ee 140-150 146-160 155-174 
8 eee 144-154 150-165 159-179 
eee 148-158 154-170 164-184 
Dee Pe. weveees 152-162 158-175 168-189 
ae 156-167 162-180 173-194 
OO BO keccsen 160-171 167-185 178-199 
GR. Zim. ....0.. 164-175 172-190 182-204 


You'll soon be able to get 20% more insurance without paying higher 
premiums when you travel on scheduled airlines (BW—May16’59,p173). 


State insurance commissions are expected to approve Continental 
Casualty’s new plan within a month. Then you will get $15,000 instead of 
$12,500 for 50¢, and a maximum of $75,000 instead of $62,500 for $2.50. 
In effect, air insurance rates are being reduced one-sixth and maximum bene- 
fits raised by $12,500. 


On the auto insurance front, a 10% cut in liability and collision rates 
for owners of small and compact cars (except sports cars) has been announced 
by 400 companies—4$ states are affected (BW—Jan.23’60,p121). 


Localized influenza outbreaks in 14 states are expected to spread to 
widely scattered areas. If you have a heart or lung disease, or are over 55 
and have any chronic ailment, the Public Health Service advises flu shots. 
But keep in mind that it takes three weeks for a shot to become effective. 
Contents copyrighted under the general copyright on the Feb. 6, 1960, issue—Bysiness Week, 330 W. 42nd St., New York, N. Y. 
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Here’s how: Cellophane is much more than a cellophane is low. But even more important is 
sparkling, transparent wrap that adds sales appeal. its consistency of quality, gauge and yield —and its 
The film itself and the consistent, secure sealing it trouble-free performance on wrapping machines. It 
provides make it unmatched for locking in aroma feeds and forms perfectly because it’s rigid and 
and flavor and maintaining vitally important mois- static-free. And it heat seals quickly and securely 





ture control. What’s more, cellophane 
never permits contamination by odors 
from other products (such as soap) that 
might also be in the customer’s shopping 
bag. Remember, too, the initial cost of 


AMERICAN VISCOSE CORPORATION, FILM DIVISION 





over a wide temperature range. Let us 
prove to you how Avisco cellophane, plain 
or printed, will answer your requirements 
better and more economically than any 
other packaging material. 


1617 PENNSYLVANIA BOULEVARD, PHILADELPHIA 3, PA. 





RAMBLER ’60 


Your Soundest Fleet Car Investment! 








From every standpoint—low price, performance, 
economy of operation, handling and garaging ease, 
proved quality and dependability—the 1960 Rambler 
is your soundest fleet car buy. Here’s why it pays 
to switch your fleet to Rambler: 


LOW FIRST COST—Rambler offers America’s 
lowest-priced Compact* car. 1960 Rambler 
prices start at $1795.00, suggested factory 
delivered price at Kenosha, Wisconsin, for 
Rambler American Deluxe 2-Door Sedan. 

TOP GAS ECONOMY—Rambler is America’s 
recognized economy king—proved so in official 
NASCAR and Mobilgas Economy Runs. 
Others talk economy. Rambler proves it. 


Product of America’s 
Most Experienced Builder 
of Compact Cars! 


Write or Wire 
FLEET SALES DEPARTMENT 
DEPT. C-26 


AMERICAN MOTORS CORP. 


14250 Plymouth Road, Detroit 32, Michigan 


a your leasing 


Proved by 
10 Years’ 
Experience 
and 
25 Billion 
Miles! 


HIGHEST RESALE VALUE—Official used car 
guide books show Rambler has the top resale 
value of all low-price cars month after month 
in every section of the country. 


SINGLE-UNIT* CONSTRUCTION PROVED BY 
20 YEARS—Only Rambler has twenty years’ 
experience in building cars the modern way— 
with Single-Unit construction. Exclusive 
Deep-Dip* rustproofing means lasting pro- 


tection against rust and corrosion. 
*Pioneered by American Motors 


Only Rambler Gives You the Best of Both: 


rf Big Car Room = (G) Small Car Economy 
and Comfort & and Handling Ease 


[SS 








FLEET LEASING 
ARRANGEMENTS AVAILABLE 


If your firm leases fleet units 





ask 
company for low 
a ae or write us for the 

asing companies with 
whom we have working arrange- 
ments for your convenience, 


Rambler rates 
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PARLIAMENT ushers in the 1960s with Conservatives, led by John Diefenbaker (seated left of Gov. Gen. Vanier), firmly in power. 





Sizing Up Canada's Tory Regime 


Businessmen—both U.S. and 
Canadian—are trying to fore- 
cast the long-range effects of 
“Diefenbaker’s nationalism.” 


While 1960 may bring the U.S. a 
change in government, Canadians al- 
ready know that thev face at least four 
more years of their present Conserva- 
tive government. 

For the first time in 30 vears, the 
Conservatives—very roughly equivalent 
to the Republicans in the U.S.—will 
begin a new decade in power. And 
while informed Canadian businessmen 
see no political or economic similaritics 
between 1930 and 1960, they are tak 
ing a hard look at the man and _ the 
party that probably will govern” the 
Dominion for most of the 1960s. 

The man is Prime Minister John G. 

Diefenbaker, the greatest vote-getter in 
Canadian history. ‘Vhe party is Can- 
ada’s_ Progressive Conservative Party, 
which in 1958 captured 208 of the 265 
scats in’ the House of Commons— 
which it will hold until the next clec- 
tion in 1963. ven if the Conservatives 
should lose a quarter of their present 
strength then, they would remain in 
power to guide Canadians to the still 
distant 1970s. 
* Impact on U.S.—After Dicfenbaker 
was reclected in March, 1958, there 
was some fear in the U.S. that the 
new nationalist-minded administration 
would crack down on the growing 
power of U.S. subsidiaries (B\W—Apr. 
5'58,p34) 

Vhis has not happened, although 
there have been measures taken to as- 
sure Canadian control over insurance 
and trust companies, and though the 
National I'nergy Board currently is con- 
ducting hearings on the amount of 
natural gas that can be exported to the 
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U.S. (BW—Dece.12°59,p110). Also, the 
Pories are drawing up regulations to 
compel anv companies staking claims 
to Canadian Arctic natural resources to 
prove thev are Canadian-controlled. 
But therc is no “Americans Go 
Home” campaign under way. Rather, 
the U.S. subsidiaries are quictly being 
persuaded to compromise with the na- 
tionalists—to clect Canadians to direc- 
torships, and to put out a Canadian 


issue of stock as well as a separate 
Canadian annual report. 
e Early Signs—Nevertheless, nearly 


two vears of “Dicfenbaker nationalism” 
is producing effects that could have an 
impact on Canadian-U.S. relations in 
the 1960s. Thew are 

e What political opponents call 
“Canada’s one-man government.” 

¢ Some deviations from the Do- 
traditional 


mediator role in 
forcign affairs. 


e ‘The rise in Parliament of a 
Young Conservative majority that feels 
that Canada can now stand on its own 
fect cconomically 


minion’s 


1. One-Man Rule 


If vou look at Canada todav, almost 
two vears after Dicfenbaker’s landslide 
victory, it’s obvious that the Prime 
Minister and his huge Conservative 
majority are still supreme. Few demo- 
cratic postwar clections in_ the 
World have given a party leader such 
a large mandate 

Vhe onee powerful 
claim only 49 of the 
louse of Commons 


l'ree 


Liberals 
265 seats in the 
\part from them 
and a handful of pepperv Socialists, the 
rest are Diefenbaker’s ‘Vories. 

¢ Old Guard Opposition—Only threc 
ago, a gloomy party rallv_ split 
violently over the bid for leadership of 
John Diefenbaker, then a 


now 


VCars 


the samc 


crusading lawyer from the Canadian 
West and still almost unknown in his 
own country. ‘The Old Guard of To- 
1onto’s financial districts were deter- 
mined to oppose him. 

Poday’s charges of “‘one-man rule” 
stem from the opposition’s claim that 
Diefenbaker now feels that since his 
personal decisions and perseverance led 
to political victory, they should also 
lead the wav where government policy 
is made. Indeed, one of the major dif- 
ferences between his administration 
and that of his predecessor, Louis St. 
Laurent, is the number of decisions an- 
nounced from Diefenbaker’s office. 

“It sounds funny to say this today 
when he is a Conservative Prime Min- 
ister,” comments a leading Canadian 
sociologist, “but underneath, John Die- 
fenbaker was and is a radical agrarian. 
l’‘irst and foremost is his interest in 
people. His humble background as a 
prairie lawver almost defeated him in 
his leadership bid against the ‘Toronto 
business barons. If he can keep close to 
it as the leader, he will not onlv assure 
a decade of power for the Tories, but 
he will permanently change Conserva 
tism in Canada.” 

In nearly two vears, Diefenbaker has 
spent more on social benefits than any 
previous leader, and increased the Lib- 
crals’ welfare spending by $500-million. 
Old age pensions were increased from 
$379-million to $57S8-million. Federal 
Hospital Insurance, promised by the 
Liberals but pushed through by the 
l‘ories, now costs Canadians an extra 
$160-milion annually. Pensions — for 
the blind and disabled have risen from 
$10-million to $22.5-million. Ameri- 
cans can put those figures in perspective 
if they remember that Canada’s gross 
national product, at $34.6-billion, is 
little more than 7° of this country’s 
¢ Northward Hlo—After social legisla 
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tion, perhaps the most practical appli- 
cation of what Diefenbaker during the 
election called “the vision of Canada,” 
is the scope given to the Dept. of 
Northern Affairs & Natural Resources, 
which administers the Dominion’s vast 
and potentially rich Arctic regions. 

No doubt spurred on by the recent 
fast-paced industrial growth of nearby 
Soviet Siberia as much as by Diefen- 
baker's emphasis on underdeveloped 
Arctic Canada, officials of this depart- 
ment make weekly cruises around the 
business centers of eastern Canada, in- 
terview mine presidents, investment 
executives, to interest them in a trip to 
the North to see what’s really there. 

The department was set up by the 
Liberals in 1953, but it wasn’t until 
early 1958 that Diefenbaker established 
two priorities in the northern exploita- 
tion that had just begun. “These are 
; to expand research and scientific 
exploration to provide transporta- 
tion facilities so that the investigation 
and developments of these resources 
can proceed,” the Prime Minister told 
BUSINESS WEEK. 
¢ Claim-Staking—In March, a 50-man 
team of Canadian scientists—members 
of the Polar Continental Shelf Project 
—will take off for a seven-month de- 
tailed look at 90,000 square miles of 
Canada’s Arctic polar shelf. One of 
their main tasks—investigation of oil, 
gas, and coal reserves—involves Cana- 
dian concern about ccntrol over the 
rich Arctic shelf. 

Just in case anv doubts lingered as 
to ownership—the inference is possible 
claim-staking by the U.S.—Canadian 
rights to the shelf underlying Arctic 
waters were confirmed May, 1958, at 
Geneva by the International Confer- 
ence of the Law of the Sea. 

There is also talk that the Tories 
will ask Parliament to approve creation 
of two new provinces (there are now 
10) carved from the Canadian North. 
¢ Roads to Resources—Diefenbaker’s 
insistence on the need to open up this 
region is obvious in his “Roads to 
Resources” program and in the relaxed 
restrictions on the number of non- 
scheduled feeder airlines in the north. 

Under the Roads to Resources pol- 
icv, the federal government and the 
Western provinces having northern 
territories are spending $60-million for 
road construction into newly opened 
settlements. One such road will link 
the Yukon Territory with the Canadian 
tidewater port of Stewart, B. C. 

On Dec. 18, the Air ‘Transport Board 
announced that it will permit extension 
of non-scheduled, charter commercial 
services in the North. 


ll. World Political Role 


Until 1958, Canada’s _ traditional 
moderating role in world diplomacy was 
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the result of the professional skill of 
Lester B. Pearson, then Minister of 
External Affairs and now head of the 
Liberal Opposition to Diefenbaker. 
Howard Green, present External Af- 
fairs Minister personifies the nonprofes- 
sionalism of the Diefenbaker Cabinet. 

It’s a little carly to trv to tie down 

the Conservative’s foreign policy, but 
most Canadian observers predict that 
it will be a continuation of the Lib- 
erals’ middle-of-the-road_ policy—despite 
seemingly erratic alignments at the 
United Nations. Since September, the 
Dominion has (1) opposed French Al- 
gerian nuclear bomb testing and in- 
sisted that all Free World and Com- 
munist powers carry cut exhaustive 
water, food, and air radiation tests be- 
fore any further discussion of future 
nuclear tests; (2) supported South Af- 
rica’s efforts to keep apartheid discus- 
sions out of the General Assembly; and 
(3) seconded Communist  Poland’s 
claim to the vacant temporary seat in 
the Security Council against Turkey, 
the U.S. candidate. 
e Trade With U.S.—A middlc-of-the- 
road approach also will apply to Can- 
ada’s trade relations with the U.S. and 
the United Kingdom. Canada has always 
had a high trade imbalance with the 
U.S., and trade diversion from the 
U.S. to the U.K. and British Com- 
monwealth is an old Tory policy. 

Actually, Canadians find it nicer to 
talk about than to pay for. In mid- 
1957, the Conservatives—scarcelv in of- 
fice—suggested that Canadians divert 
15% of their U.S. business to the U.K. 
But high tariffs against U.S. goods 
would have meant even more U.S. sub- 
sidiaries starting to manufacture in 
Canada. And government purchases of 
U.K. manufactured goods would dis- 
criminate against smal] Canadian fabri- 
cating industries—which Conservatives 
traditionally are pledged to protect. 

Figures for the first nine months of 
1959 show what cffect the suggestion 
had. Imports from the U.S. totaled 
$2.6-billion (down 74%), while im- 
ports from the U.K. reached $392.6- 
million—an increase of only a tenth of 
what Diefenbaker had in mind in 1957. 
¢ Action—l'or the nine-month period 
ending last November, the trade imbal 
ance with the U.S. stood at $1.2-bil- 
lion, and this past month there has 
been hints that the government might 
take restrictive action. 

This feeling has developed following 
major speeches by three of the govern- 
ment’s top men. Finance Minister 
Donald Fleming made a traditional ap- 
peal to Canadians “to be frugal” in a 
time of tightening money; James 
Coyne, governor of the Bank of Can- 
ada, sees “disaster” in the continued 
“unstable rate of capital expenditures’; 
and ©. J. Firestone, top government 
economist prophesies that a 1962 evcli- 





cal recession will bring the worst slump 
to Canada since the 1930s. 

Since Canada is the only country in 
the world with both a huge trade im- 
balance and a free currency, the most 
effective weapon available to Dicfen- 
baker is to peg the dollar at par—or be- 
low—with the U.S. dollar, as the Lib. 
erals did in 1947. 


Ill. New Voices 


Long range, perhaps the greatest 
repercussions in the U.S. will come 
from the rise of the “Young Con- 
servatives” who now fill Canada’s 
Parliament and who are strongly pro- 
Canadian rather than anti-American. 

The largest contingent in this group 
comes from the basically Anglo-Saxon 
Protestant southern Ontario business 
community with its center in ‘Toronto, 
While thev reflect the strong prejudices 
of southern Ontario—originally settled 
bv bitter Tory refugees from the Ameri- 
can Revolution—which include a linger- 
ing suspicion of the U.S., thev never- 
theless oppose the Old Guard of their 
own party as well as the Liberals. 

e New Deal—To these Young Con- 
servatives, the Liberals failed to repre- 
sent the growing companies in_ the 
industrial complex of southern Ontario. 
During the long Liberal regime, many 
major Canadian businessmen found it 
good business to build up their Liberal 
connections. C. D. Howe, former Lib- 
eral Trade & Commerce Minister, 
brought so many business leaders under 
his wing in the numerous wartime and 
postwar department he created that 
todav some of the Dominion’s biggest 
businesses are headed by “Howe's pro- 
teges.” These men were given execu- 
tive positions in “Crown Corporations,” 
which made evervthing from ships to 
svnthetic rubber for war production. 

Under Dicfenbaker, the Young Con- 
servatives expect more protection from 
such influences in Ottawa. So far, the 
Prime Minister has set up a small busi- 
ness government agency, and will soon 
centralize all the Crown Corporations 
that Howe created. 
¢ Less Bias—Fqually important in the 
swing to pro-Canadianism is rejection 
bv the Young Conservatives of the 
Old Guard's refusal to include Canada’s 
“new races” in the Diefenbaker pro- 
gram. (One out of every eight Cana- 
dians has arrived there since 1945.) 

Proof of this are the men holding 
some of the top party offices. ‘The 
include Ukrainian-Canadian Michael 
Starr, Labor Minister: Icelandic-Cana- 
dian Gunnar Thorvaldson, senator and 
new president of the Progressive Con- 
servative Federation of Canada; Chi- 
nese-Canadian Douglas Jung, voung 
Vancouver lawver. And the Prime Min- 
ister appointed Canada’s first Indian 
senator last vear. END 
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NO IFS... ANDS...or BUTS - 


Verifax copies anything you write with ! 


Makes no difference if you write with ball point or fountain pen, pencil or crayon— 
a Verifax Copier takes all kinds of writing, typing, and printing in stride. 

Gives you 5 dry, easy-to-read copies in 1 minute for 2/2¢ each. . . copies 

which are as accurate and long-lasting as the original. 


See how Kodak’s $99.50 Verifax Bantam Copier outperforms other 
makes of copiers costing up to 4 times as much. Phone local VERIFAX BANTAM COPIER » 
Verifax Dealer (see ‘‘Yellow Pages’’ under duplicating or photo- shown above 
copying machines), or write Eastman Kodak Company, Business $ ans y 
Photo Methods Division, Rochester 4, N. Y. “J to $425 .< 


Prices quoted are manufacturer's suggested prices and subject to change without notice. 


tfax DOES MORE... COSTS LESS... . -— 
eritax PY ITT MISSES NOTHING : yen 








MANAGEMENT 


New Style 


Episcopal diocese of Michi- 
gan is in midst of reorganization 
on professional lines—but in 
church, it’s a slow process. 


The executive pictured on these pages 
is the Rt. Rev. Richard S. Emrich, 
Bishop of the Episcopal Diocese of 
Michigan—the spiritual leader of more 
than 100,000 people, and temporal 
administrator of assets in excess of $40 
million. 

Like other executives pictured from 
time to time in BUSINESS WEEK, he is 
offering a service and leadership to a 
substantial number of businessmen and 
the public. And, as is also true of other 
executives, the success of his efforts to 
a large extent depends upon organiza- 
tion. It must be structured to free him 
for policvmaking and other activities 
that only he, because of his rank and 
calling, can undertake. 


world, and turned to professional management men to find organizational basis for it. annual Diocesan Convention, which is 


3 


Right now Bishop Emrich’s organiza- 
tion 1s undergoing a restructuring from 
top to bottom that is compatible with 
business management principles. ‘This 
week the restructuring moved signifi- 

TOP MANAGER is Bishop Richard S. Emrich, who wants church to “face up” to modern cantly, though slowly, forward at the 
2 ° (s it 
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NEW OFFICES to house modernized activities of diocese will OLD BUILDING (in background, above) now used for offices, 
be ready later this year in $1.75-million Diocesan Center building was put up 80 years ago as deanery, is so cramped and antiquated 
—which Bishop Emrich is here inspecting—next door to cathedral. that staff resorts to rope pulley to haul mail upstairs (right). 

F { 
* 
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the governing body of the church in 
Bishop Emrich’s jurisdiction, and to 
which he is responsible. 

Stripped to basics, the work of the 

Convention was twofold: to approve 
another top-level executive, a Suffragan 
Bishop, to direct activities for Bishop 
Emrich in a subdivision of his See; and 
to vote changes in canon law which 
would foster better organization. 
« Adapting to the Present—Such prog- 
ress in the reorganization of the diocese 
must come slowly. ““Vhe church by na- 
ture is conservative,” says Bishop Em- 
rich. “It has a lot to conserve. Yet the 
church has to adapt to the world.” 

Phe Episcopal Church in Michigan 
is adapting, if gradually. ‘The Conven- 
tion deliberations this week embraced 
the most important efforts yet taken in 
a four-vear-old campaign by Bishop Em- 
rich to modernize his diocesan organiza- 
tion, make it responsive to the industrial 
tempo of the region where it functions, 
and derive all possible benefits from a 
businesslike approach to the administra- 
tion of the secular affairs of his See. 

In previous steps, the diocese has 
been divided into three districts, a plan- 
ning director has been appointed, long- 
range operating plans put into effect in 


Management for an Old Church 


some departments, and some of the lines 
of administrative responsibility to the 
Bishop rerouted to lighten his work 
load. “I like more time in the field to 
see the children on my confirmation 
visits,” he savs. The whole purpose of 
applying business management concepts 
to diocesan administration is to give him 
time for this and his other pastoral 
duties. 
e Church and Business Methods—No 
one—certainly not Bishop Emrich- 
would contend that the church, any 
church, is a business operation. But no 
one would contend, either, that the 
administration of an ecclesiastical organ- 
ization cannot be helped by a clear 
delineation of duties: Who does what, 
when, and in what relationship to other 
components of the organization. 

his is particularly true in the Prot- 
estant Episcopal Church, which lodges 
great responsibility and authority in lay 
members whose subjection to the bishop 
in some temporal matters has only 
shadowy canonical substance. It is even 
more pertinent to the Diocese of Mich- 
igan, which geographically includes the 
location of some of the country’s Ver\ 
biggest business organizations and, be 
cause of that, finds many of its lay 
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PLANNING director, Donald Thurber, a 
layman, has five-year program under way. 





This key to the 
world of knowledge 
Saves you man-hours 


Here is your master guide 
to all standard sources of 
information. It saves end- 
less hours of searching— 
shows how to get the in- 
formation you want, where 
to find it, how to use and 
evaluate it. Tells what 
books, periodicals, and 
other sources to use for 
thousands of topics ; where 
to find photos; how to find 
facts on people, places; 
how to prepare a research 
report; and much more. 


HOW AND WHERE 
TO LOOK IT UP 


A Guide to Standard Sources of Information 
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and knowledge 


Tests of top-salaried leaders prove that 
increased word power leads to more earning 
power. Here's the modern desk dictionary 
that gives it—with more entries, pages, and 
illustrations. 


WEBSTER’S 
NEW WORLD DICTIONARY 


of the American Language 





College Edition 
With thumb index, $6.75; plain, $5.75 


This is the first completely 
new dictionary in more 
than three decades, giving 
you 1760 pages 142,000 
entries, and 1250 pictures. 
Up-to-date definitions, 
“how-to-use” examples, 
synonyms, realistic pro- 
nunciations these are 
just a few of the features 
acclaimed by thousands of 
leading business and pro- 
fessional men, writers, and 
educators 


10 DAYS’ FREE EXAMINATION 


McGraw-Hill Book Co., Inc., Dept. BW-2-6 

327 W. 41st St., New York 36, N. Y. 

Send me book(s) checked below for 10 days’ exami 
nation on approval In 10 days I will remit for 
book(s) I keep, plus few cents for delivery costs, and 
return unwanted book(s) postpaid. (We pay delivery 
costs if you remit with this coupon—-same return 
privilege. 
[) Murphey 





| | 
| | 
| | 
| | 
; How and Where to Look It Up, $15.00 | 
() Webster's New World Dictionary | 
(Indicate choice of thumb index, $6.75 
| or plain edges, $5.75 | 
| [) Check here to receive both books, with your free | 
| - copy of the 1960 Information Please Almanac | 
(PRINT 
| Name | 
Addre . 
City . .. Zone State | 
Company ! 
| Positior | 
] For price and terms outside U.S | 
| al 


write MeGraw-Hill Int'l, N.Y.C. 36 
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PARISHES AND MISSIONS 


leaders well drilled in disciplined organi- 
zational techniques and impatient with 
anything less. 


|. Pressure of Environment 


Bishop Emrich presides over 250 
clergy, 178 parishes and missions, and 
110,000 faithful in the eastern half of 
Michigan’s lower peninsula—an area 


nearly 250 miles long and 100 miles 
wide. In number of “souls” it is eighth 
in the nation. ‘The church property— 
the “corporate worth”—of the diocese 
is valued at $40.8-million. 

In the past 10 years, the church in 
Michigan has expanded in pace with 
population growth (doubling its clergy 
and assets, increasing its churches and 
its membership by about 50%). But 
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mealkes LYON iin 


BEST SHELVING 
INVESTMENT 


Design makes the difference! Don’t settle for 
less than the exclusive Lyon CLIP and STUD which 
many have tried to copy but none can duplicate. 
Fully protected by Government patents, Lyon CLIP 
and STUD obsoletes conventional steel shelving and 
guarantees you these extra dividends— 


* Easy, fast, low cost assembly. 


* Complete flexibility —shelves instantly adjustable 
from the front without use of nuts, bolts or tools. 


* Tremendous structural strength and rigidity. 


Another extra dividend from Lyon—oldest and leading There are many types of Lyon steel shelving. 
steel shelving manufacturer—an experienced Lyon Above—a mezzanine (double decked) stockroom in 
Storage Engineer and Lyon Dealer as near as your which the lower installation supports the entire 

. : second floor. A big saver of valuable floor space. 
phone—ready to help you save space, time, money. 


MAIL COUPON FOR THE 92-PAGE CATALOG 


LYON METAL PRODUCTS, INC. 
210 Monroe Avenue, Aurora, Illinois 
(| I would like to see a Lyon CLIP and STUD demonstra- | 

tion. | 


[| I'd like a copy of your 92-page Catalog which tells the | 
complete shelving story and covers entire line of | 





products. 
NAME... — - 
® FIRM 
OVER 1500 ITEMS ADDRESS ; een 
For Business, Industry and Institutions | ciry— ZONE____ STATE____ 


A PARTIAL LIST OF LYON PRODUCTS 


Desks Storage Cabinets Bookcases ® Folding Chairs ® Sorting Files * Tool Stands ® Cabinet Benches Display Equipment 
*® Service Carts ® Hopper Bins * Tool Boxes ® Revolving Bins a lclale| lave mm @r-lellal-3 0) 
Shelving ® Work Benches © Drawer Units * Parts Cases ® Toolroom Equip. Slotted Angle 
J 7 os 


Bin Units Bench Drawers ® Shop Boxes Bar Racks Service Counters Wood Working Benches 


Stools Drawing Tables 


- 

Tables Flat Drawer Files ® Coat Racks 
= 

Lockers Filing Cabinets e 











protects profits on a wide range of work 


...@ complete line of equipment for heavy earthmoving, mining, logging and many industrial operations... 
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Wherever big loads of earth, rock, ore and other materials 
must be moved in mines and quarries, in heavy construction, 
and on industrial operations, Euclids get more work done at 
lower cost. That’s one of the reasons why they’re such an 
important part of the profit picture for users of heavy earth- 
moving equipment everywhere. 


Euclid’s greater dimension... over 25 years of specialized 
experience in building off-highway equipment exclusively... 
a wide range of sizes, types and models...and an experienced 
world-wide dealer organization... helps owners beat the profit 
squeeze. If you’re faced with increased labor and material 
costs on one hand, and low competitive bid prices on the 
other, you’ve got to have equipment that gives the best 
return on investment. 


The Euclid dealer in your area will be glad to provide facts 
and figures on the complete line of ‘‘Euc”’ self-powered 
Scrapers, Crawler Tractors, Rear-Dump and Bottom-Dump 
Haulers. His staff of experienced equipment men will help 
with any application, parts or service problem you may have. 


EUCLID 


DIVISION OF GENERAL MOTORS 
Cleveland 17, Ohio 





EUCLID 
Euclid (Great Britain) Ltd., Lanarkshire, Scotland 
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the growth has been twisted this way 
and that, pushed forward here and 
thwarted there, by the shifts and 
changes of the industry of the area. This 
has created problems both spiritual and 
temporal, because of the nature of the 
church. 

¢ Voice for Laymen—The Episcopal 
Church is a “democratic” institution 
which gives lay members a substantial 
voice in the selection of the clergy who 
serve them. Bishops are elected for life 
by conventions in which both clerical 
and lay delegates vote. Nationally, the 
church is headed by a Presiding Bishop 
(now the Rt. Rev. Arthur Lichten- 
berger) who presides over General Con- 
ventions held every three vears. The 
next one will be in Detroit in 1961. 

An annual Diocesan Convention is 
conducted by the bishop, and delegates 
are all the accredited clergy of the dio- 
cese and lav members elected bv the 
parishes. ‘The delegates elect the execu- 
tive council, which is the governing 
body between conventions. 

At the base of this pyramid—nomi- 
nally subject to the bishop’s spiritual 
authority, but in many respects autono- 
mous—are the parish churches.  Parish- 
ioners clect the vestry from among their 
number. The vestry elects the rector, 
with the advice—not necessarily the 
consent—of the bishop. 

In matters of “faith and morals,” the 
rector and any assistant priests are sub- 
ject to the bishop. In administration of 
the parish the rector is subject to (and 
in some cases removable by) the lay 
members. Nationally, the relationship 
of the Presiding Bishop to a diocesan 
bishop is somewhat similar. Although 
his opinions carry weight in spiritual 
matters, the Presiding Bishop has no 
executive authority in the affairs of the 
dioceses. 
¢ Modem Complications—In this sort 
of organization, the diocesan bishop 
can lead in management and adminis- 
tration bv moral suasion. This is one 
complication in Bishop Emrich’s at- 
tempts to remake the structure of his 
diocesan organization. Another is the 
characteristics of the modern age, espe- 
cially in Michigan. 

“There is a certain restlessness with 
the actual work of the church,” he ex- 
plains. ““Vhe world has changed more 
in the past 75 vears than in any previous 
period. Modern industry is brand-new. 


Nothing like it existed before . . . anl- 
other brand-new thing is the modern 
university . . . the hospital world ... 


the world of big government, big labor. 
If the church has nothing to do with 
these things, the church is on a side 
strect. 

“Another new thing is the speed with 
which history moves, the speed of com- 
munication and of travel. A previous 
Bishop of Michigan spent a day in 4a 
buggv to go 25 miles and back for a 
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The grip that saves you money 


© Costly breakage and costlier lost- 
time accidents often occur because 
ordinary work gloves tend to become 
slippery with use. Against this hazard, 
many plants now provide, or make 
available, our Grab-it glove coated 
with rough finished, natural rubber. 
It has an amazing non-slip grip, wet 
or dry. It also has greater cut resist- 
ance, making it the safest glove you 
can specify for most general handling 
operations. It is more economical be- 
cause it outwears ordinary leather and 
up to 10 pairs of canvas gloves. 


Free Offer to Employers: We 
make more than 50 types of coated 
and treated fabric gloves (including 
8 Grab-it styles) to fit job needs. De- 
scribe your operation. Without cost, 
we will recommend correct gloves and 
send samples for on-the-job test. 


Edmont Manufacturing Company 


1220 Walnut Street, Coshocton, Ohio 


Edmont 2}. 


JOB-FITTED GLOVES Edmont 








If you manufacture machines that re- 
quire pumps, it will pay you to learn how 
a Viking rotary pump can save you money 
while adding quality to your equipment. 


ings and assuring top quality. 





WANT QUALITY AT SAVINGS ON ORIGINAL EQUIPMENT PUMPS? 


Viking specializes in these four types of rotary pumps— 


sizes %3, 144, 314% G.P.M. and larger to fit your needs. 
We have high production runs of interchangeable parts 
made with custom design skill, effecting substantial sav- 


Just give us the opportunity of figuring with you on your pumping requirements. We 
will combine long experience on thousands of cases with creative engineering ability to 
make our recommendations. 


INVESTIGATE 


















Motor Mounted Unmounted 

Pumps Pumps — 
Custom-built Stripped 

Pumps Pumps 





Send Today for Catalogs 
Series B, Page 3 
and Series SP-509 















VIKING PUMP COMPANY 


Cedar Falls, lowa, U.S.A. 


Offices and Distributors in Principal Cities e See Your Classified Telephone Directory 


In Canada, It’s “ROTO-KING'’ Pumps 
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confirmation. I’ve flown to New York 
and back for dinner. 

“By and large the church hasn’t faced 
up to the world.” 
¢ In Closer Touch—But Bishop Em- 
rich has been trying to face up to it 
since his election in 1948. He has 
wedged into the industrial world with 
the Detroit Industrial Mission, the aim 
of which is to explore and illuminate 
the relationship between Christianity 
and modern industry and its workers, 
He has assisted and encouraged the 
founding of the first school to instruct 
laymen in church work. 

Bishop Emrich is also pushing a mas- 
sive program to revitalize churches in 
downtown sections of big cities, some 
of which have a 100% turnover in pa- 
rishioners in a year. He began and will 
see completion this vear of a $1.75- 
million Diocesan Center building adja- 
cent to the cathedral. This replaces the 
80-vear-old former deanery which has 
had to serve as a cramped, antiquated 
office building. 

In the organization sphere, he solic- 
ited suggestions for improving diocesan 
administration, and readily accepted a 
proposal for a management study by 
management men—the basic document 
for the present restructuring moves. 


ll. A Plan of Organization 


“There is something wrong if you 
don’t study organization these days,” 
savs Bishop Emrich. “It’s in the cards.” 

The idea for the management study 
originated with E. P. Wright, a prom- 
inent Detroit attorney, and the Rev. 
Hugh White, a member of the execu- 
tive council and director of the Detroit 
Industrial Mission. The reason for the 
study was not that the diocesan ma- 
chinery was creaking. Rather, so many 
special activities had been added so 
rapidly that there never had been time 
to coordinate and integrate them with 
the other work of the church. 
¢ All-Round Study—Accordingly, the 
executive council in April, 1956, ap 
proved the hiring of Joseph G. Stan- 
dart, Jr., an advertising executive 
familiar with management techniques, 
as an administrative assistant to the 
bishop to conduct the study of the 
diocesan organization. 

After finding that no similar work 
had been done in other dioceses, he 
broke the work of the diocese down 
into five basic classifications roughly 
corresponding to the operating depart 
ments on the diocesan level: administra- 
tion, Christian education, communica- 
tions, development, and finance. [hen 
he got together committees of special- 
ists (some of whom were of other 
faiths), selecting the chairman of each 
himself. He got each chairman to sug- 
gest members. 

Both Wright and White, who sug 


BUSINESS WEEK e Feb. 6, 1960 








a «4 


ae en  — ll ll! 





York 
faced 


Em.- 
to it 
has 
with 
€ aim 
1inate 
lanity 
rkers, 
1 the 
struct 


| mas- 
es in 
some 
in. pa- 
d will 
51.75. 
adja- 
es the 
h has 
uated 


solic- 
ycesan 
ted a 
ly by 
iment 
ves. 


on 


f you 
Jays,” 
ards.” 
study 
prom- 
Rev. 
-xecu- 
etroit 
yr the 
1 ma- 
many 
-d so 
time 
with 


the 
», ap 
Stan- 
cutive 
iques, 
» the 
f the 


work 
4 he 
down 
ughly 
epart- 
nistra- 
unica- 
[hen 
yecial- 
other 
- each 


QO sug: 
) sug: 


1960 





RUSSIAN 
LUNIK | 
\ 


/ 
U.S. PIONEER IV 


. 


. VANGUARD II 


RUSSIAN 
LUNIK Il 





RUSSIAN 
SPUTNIK III 
ner 


/ 


U.S. VANGUARD | 


U.S. YANGUARD Ill 


os U.S. EXPLORER VII 
ee SS 


a 
U.S. EXPLORER IV 


Bendix-built Minitrack and SPASUR are two of the three U. S. systems responsible for tracking 
satellites. Indicated above are the 10 satellites remaining in orbit as of Nov. 1, 1959. 


HOW BENDIX HELPS KEEP WATCH ON 


Suppose an enemy were to orbit a 
‘“‘dark’’ satellite — one whose 
presence was intended to be secret 
for hostile reasons—or one whose 
transmitter was not producing a 
signal. Could the United States 
detect it in the vastness of space 
and pinpoint its position? 

Incredible as it may seem, the 
answer is a definite ‘‘ yes!”’ 

Two of the three U. S. tracking 
systems, which keep constant vigil 
on space travelers, were built and 
are operated by Bendix.’ 

One is Minitrack, a network of 
tracking stations whose locations 
are shown on map at right. Built 
to Navy specifications, Minitrack is 
operated by Bendix for the National 
Aeronautics and Space Administra- 
tion. It has tracked all satellites 
which have emitted radio signals. 
The other is sPASUR, another net- 
work of stations built and operated 
by Bendix, which performs the 
seemingly impossible task of track- 
ing “‘dark”’ satellites. 

Bendix has been entrusted with 
developing other extremely impor- 


tant space programs. There is 
Project STEER which will mark a 
whole new era in modern global 
communications. It is a world-wide 
radio system with vast military and 
civilian possibilities. It will use 
satellites orbiting above the earth 
as relay stations to transmit two- 
way messages between the ground 
and Strategic Air Command 
bombers on global missions. 

Bendix is also playing an active 
role in connection with the nuclear 
aircraft, nuclear ramjet and nuclear 
rocket engines now being developed 
for use in planes, missiles and 
space vehicles. 

Another ingenious Bendix control 
system has been used successfully 
on the Discoverer series of satellites 
to position and steer them in space. 
Infrared reconnaissance, and an 
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AVIATION CORPORATION 
Fisher. Bldg., Detroit 2, Mich. 





A thousand diversified products 


OUTER SPACE 


Electron Multiplier tube, which was 
rocketed high above the earth’s 
atmosphere to obtain the most 
accurate measurements to date of 
the sun’s more powerful radiations, 
are other Bendix space projects. 





Location of stations in Minitrack space-tracking 
network built and operated by Bendix. 





Cutaway view of air-conditioned trailer housing 
Bendix Minitrack System. 
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Echo Park Lagoon, Los Angeles 


Can this be the Nation’s 
Number 2 Market? 


Recent Sales Management Estimates 
show Los Angeles metropolitan retail 
sales have almost reached the $9 billion 
mark... making this area the second 
largest retail market in the U.S. 


Intimate knowledge of Los Angeles is a 
“must” for businessmen. The best way 
to get this knowledge is from first hand 
inspection, so you can really determine 
your future business possibilities here. 


And there’s no better time to come than 
now. Because this is Southern California 
Spectacular 60...a year-long series of 
special events added as a bonus to our 
sun-warmed days and famous sight-see- 
ing attractions. 


SOUTHERN 
CALIFORNIA 


SPECTACULAR 60 


——— _" 
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Start planning now to come out soon. 
Get the benefits of both Southern Cali- 
fornias: important new business center... 
carefree vacation area. 

Free Sight-seeing Map: Official Full- 
color Guide to Los Angeles County, all 
Southern California. Locates 645 sights, 
plus 100 TV and movie stars’ homes. 
Mail coupon today! 


ALL-YEAR CLUB OF SOUTHERN CALIFORNIA 


This advertisement sponsored by the Los An- 
geles County Board of Supervisors for the citi 
zens of Glendale, Hollywood, Inglewood, Long 
Beach, Los Angeles, Pasadena, Pomona, Santa 
Monica, Torrance and 181 other communities 
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| All-Year Club Tourist Information Center 
Div. J-2 
| 628 W. 6th St., Los Angeles 17, Calif 


Please send me free Color Sight-seeing Map. 
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gested the study, were on the com. 
mittee to examine administration, along 
with Ralph McElvenny, chairman of 
Michigan Consolidated Gas Co, 
Finance was studied by a group headed 
bv Selden Daume, then president of the 
Detroit Bank & Trust Co. Auto com- 
pany vice-presidents, newspaper execu- 
tives, and university 
other committees. 

¢ Blueprint for Change—lhe report 
was adopted in the summer of 1958. 
Its major recommendations in_ the 
management sphere were: 

e Create three districts in the dio- 
cese, north, central, and south, each 
with a suffragan bishop. 

e Give the convocations meetings 
of parish representatives, with no super- 
visory or voting power—greater stature, 
and make them operating groups te- 
porting to the bishop. 

¢ Consolidate all the special funds 
of the diocese under control of the 
trustees. 


deans were on 


e Establish two new committees 
of the executive council, one for f- 
nance, one for operating and planning, 
both with paid staff directors. Struc- 
turally, this would resemble a corpora- 
tion with finance and operating com- 
mittees responsible to the board of 
directors and independent of the chief 
executive officer. 

Some of these steps have been taken. 
Others must still await acceptance by 
local clergy and the laity. for the tradi- 
tions of a church die hard. “The past,” 
Bishop Emrich “has _ its 
rights.” 


counsels, 


Ill. According to Plan 


Ihe past seems to have its particular 
rights in the area of finance, rights 
that the planners resignedly but not 
hopelessly accept. The consolidation of 
funds and appointment of a paid comp- 
troller for the Finance Committee, as 
well as the strengthening of the con- 
vocations, must be effected by changes 
in the constitution and canons—not an 
easy thing to accomplish in anv organ 
zation, and particularly in one where 
control of the purse by elected repre 
sentatives of the constituency has been 
inbred for centuries. 


e Administrative Strides—IThe _ big 


strides have been in strictly admins- 
trative matters. The redistricting has 
taken place, although there are not, 
and cannot be for some time. three 


suffragans. 

The northern district is under an 
archdeacon. ‘The Wayne County dis- 
trict, which includes Detroit, and the 
southern — district 
Bishop Emrich and Suffragan Bishop 
A. H. Crowley, who has been 
sistant since 1955 

This week, Bishop Emrich expected 
to get Diocesan Convention approval 


ire SUPCTVIS( d_ by 


his as 


BUSINESS WEEK e Feb. 6, 1960 


~—s 

















com- 
along 
in of 
Co. 
caded 
f the 
com- 
‘xeCU- 
C On 


eport 
1958. 
the 


> dio- 
each 


tings 
uper- 
ature, 
S Te- 


funds 
f the 


ittees 
or fi- 
ining, 
Struc- 
(pora- 
com- 
rd of 
chief 


-aken. 
ce by 
tradi- 
past,” 
s its 


icular 
rights 
t not 
ion of 
comp- 
ec, as 
con- 
anges 
ot an 
rgani- 
where 
repre- 
been 


big 
minis- 
go has 
not, 
three 


cr an 
y dis- 
d the 
d_ by 
sishor 


1S das 


rected 
prov al 


1960 


ype 





















_Z oscilloscope manufactured—offers the laboratory, the 


















FOR THE MILITARY 


Test equipment plays an essential part in the development and 
production—as well as in the service—of today’s complex 
military apparatus. Whether the requirement is for military test 
sets—such as single sideband units—or for more complex 
automatic or semi-automatic checkout equipment—the need is for 
test equipment that will respond rapidly on a go-no-go basis when 
the moment arrives. 


The Military Electronic Operations of Du Mont specializes in test 
equipment to military specifications. From concept through to 
in-being hardware or complete checkout equipments for missile 
: or flight systems, drones, ECM, radar, communications, bombing 
ben and navigational systems, etc..—Du Mont military specialists 
Be can satisfy all. 





Engineers interested in employment 
opportunities at Du Mont, contact 
the Industrial Relations Department 





FOR INDUSTRY 


The newest, most versatile, and highest performance 


research department, and the production line everything 
possible in a single electronic test instrument. For the first 
time, the Type 425, just introduced, offers the scope 

user digital readout for positive, accurate, and fast 
numerical analysis together with a high frequency, high 
speed scope. In addition, available modular plug-ins permit 
a complete range of display modes and frequency range. 
The 425 also allows printed output in the form of 

punched cards or tape for statistical recording. The 425 
represents the most significant advance in electronic 
instrumentation since Du Mont introduced the first 
commercial oscilloscope. The engineer and scientist now 
have at their disposal the most accurate and versatile 
cathode-ray electronic test device, and the same instrument 
can be programmed for production line and process control. 

















Inquiries are Invited 

| Allen B. Du Mont Laboratories, Inc., Dept. BPR-3 
750 Bloomfield Avenue 

| Clifton, New Jersey 

1 Please send details on test equipment for: 

| () Industry CL) Military 

| Name -— area es Title 

| as 

! Address 

| 


precision electronics is our business 


ELECTRONIC TUBES/INDUSTRIAL TV/MILITARY ELECTRONICS/MOBILE COMMUNICATIONS/SCIENTIFIC INSTRUMENTS/AUTOMOTIVE TEST EQUIPMENT 





INTERNATIONAL DIVISION 


515 MADISON AVENUE, NEW YORK 22, N. Y. 
CABLES: ALBEEDU, NEW YORK 
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for a second suffragan—only two other 


O 
dioceses now have two suffragans. Au- 
COUTL WOOL IS al\S (0) thority for the second suffragan, and a 
third in years ahead, will have to be 
ratified by the general Convention of 
the national church. 

¢ Planning for Growth—Meanwhile, 
(COUP On the start has been made in the redis- 
tricting. ‘This, says Bishop Emrich, 
“will let the diocese grow so that it 
will have the strength of bigness and 

the intimacy of smallness.” 

And there is a “planning office” 
which in part corresponds to Standart’s 
proposed operating and planning com- 
mittee. The paid director of planning 
is Donald M. D. Thurber, a man of 
wide experience in institutional work, 
The departments are not reporting to 
him, for it is not vet decided whether 
it is wise for the planning director also 
to have operating responsibilities. 

Anyway, Thurber is not vet ready for 
such a load. He is formulating basic 
outlines for operating plans that can 
be adapted by the diocesan depart- 
ments and, later, by corresponding dis- 
trict and even parish departments when 


HAMILTON | 2°<,f nce 


e Long-Range—The key to Thurber’s 
proposals for operating plans is to get 
PAPE RS the departments to define their objec- 


tives, the necessary first step before am 











Hamilton Paper Company, Miquon, Pa. 


Mills st Miquon, Pa., and Plainwell, Mich. operating unit can lav out a long-range 
Offices in New York, Chicago, Los Angeles program. It is this necessity for the 


gaeeinalintnanienananeans departments to define their aims that 
makes one of the canonical changes 
before the convention this week so far- 
reaching. 

This change is an amendment with 
deceptively simple wording: “the (Ex- 
ecutive) Council shall prepare and pre- 
sent to the convention a projected plan 
of operation for the next following vear 
together with a statement of the prin- 
ciples or reasons which the council used 
in developing the projected plan of 
operations.” 

Obviously, anv unit that formulates 
a continuing program, rather than con- 
fining itself to one-shot efforts, is go- 
ing to have to structure itself properly 
to accommodate the plans. In this way, 
the bishop and his planning director 
hope that the need for all to adopt new 
planning procedures will smooth the 















HERE WE GO! 


WAGON TRAIN 


MORE TONS PER TRIP 

A CONVENIENT WAY TO 
UNLOAD — SIDE DELIVERY — 
KEEP GOING, LEAVE 








ROAD CLEAR FOR NEXT ime. 

| WAGON TRAIN wi ~¥ way for the full reorganization that they 

2 Z> x fa want to put into effect. 
DIFFERENTIAL COMPANY ¢ Slow Process—Right now, the chart- 
DANIEL F FLOWERS, VP FINDLAY, OHIO FRED F FLOWERS, PRES. ing and the structuring is for only - 
2100 ESPERSON BUILDING RO. BOX 238 departments at the diocesan level. Un- 
HOUSTON 2, TEXAS FINDLAY, OHIO : ee — , 
CAPITAL 2.7253 sateen atti teat GARDEN’ 2.0525 til these are flowing smoothly, Phurber 
VEHICLES SINCE 1915 sees no value in reorganization at the 








lower levels, for the top would not be 
equipped to respond to requirements 
from below. 

It will still take time to complete 


Railway Air Dump Cars 
Mine Haulage Equipment 
Locomotives and Mine Cars 









































<2. the plan outlined by Standart. The rea- 

o ‘. al . son is summed up in the reflective com- 

= sa __, ment of Bishop Emrich: “Free govern- 

a an ita . quan vaan® ogg always complicated and a little 
Siow. END 
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THE TREND 





Setting Goals for Growth 


The question of how fast the United States can— 
or should—grow is of paramount importance. 

In a special report (BW—Jan.23’60,p52), susINEss 
WEEK concluded that the key to economic growth 
was regular investment in knowledge, which in turn 
leads to technological progress and innovations. 

Economists long ago saw the importance of 
innovation in economic growth. Until recently, 
however, inventions came more or less sporadically. 
The great change now is the widespread recognition 
through business and government that, through 
systematically planned research, we can develop 
a continuous flow of new ideas, new products, and 
new processes. 

All this suggests certain broad policies for the 
nation: 

If expanding human knowledge and developing 
skills are the true source of growth, then we should 
focus our efforts on scientific and technical research 
and on a better educational system. 

There are also key economic decisions to be 
made if the U.S. is to reach its full growth poten- 
tial. Growth can be braked by instability and the 
unemployment that goes with it or by a shortage 
of savings that will slow investment. But it is a real 
trick, as we’ve found since World War II, for any 
nation to keep its prices stable without hindering 
its growth or running into heavy unemployment. 

These questions quickly lead to others. Can we 
reduce the drag of taxes as long as the government 
has enormous needs for revenue? Will those needs 
for revenue grow in the future? Will the gov- 
ernment have to spend more year by year for 
national defense? Will we need ever-bigger pro- 
grams to deal with such problems as transportation, 
water resources, public health, urban renewal? And, 
to come right down to cases, should the federal 
government be budgeting more in the areas of re- 
search and education—the very keys to economic 
growth? 

Or perhaps it would be better to promote eco- 
nomic growth directly by holding down federal 
spending and cutting the tax load? 

There are few simple and prefabricated answers 
to questions like these. What we need is a careful 
and detailed examination of the tasks this nation 
faces in the years ahead. 

Pres. Eisenhower a year ago proposed a bi- 
partisan commission on national goals to probe 
and appraise the jobs ahead. It looks now as if the 
commission may get down to work. 

Setting goals, or merely measuring the nation’s 
needs, can give us a frame for growth for the long 
haul. It will not, of course, eliminate debate or 
erase differences as to how the goals can be 
achieved. But it can set out planning guideposts— 
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just as long-range planning does for a business, 
That’s the kind of a job that the U.S. needs not 
only to throw light on questions of economic growth 
—but to make it possible for the country to grow 
steadily and consistently. 


De Gaulle Wins Time 


Pres. de Gaulle deserves the gratitude not only of 
France but the whole free world for the way he 
handled last week’s crisis in Algeria. By using his 
personal authority, de Gaulle brought dissident ele. 
ments of the French Army into line, thus under. 
cutting the insurrection of the European diehards, 
Now he has taken emergency powers—under the 
constitution of the Fifth Republic—to consolidate 
his position in both France and Algeria (page 26). 

Although many Americans will have misgivings 
about this assumption of almost dictatorial au- 
thority, there seems to have been no other course 
open to de Gaulle. The real challenge he faced last 
week was not from the civilians in Algeria but from 
the Army. It so distrusts de Gaulle’s policy of self- 
determination that it remained neutral for several 
days as the insurgents defied him. To remove the 
threat of another such challenge, de Gaulle clearly 
needs both time and greater power. 

The sad thing about all this is that an Algerian 
settlement now seems further off than ever. Until 
de Gaulle proves that he is the master of his Army, 
the leaders of the Moslem revolt will not consider 
a cease-fire. On the contrary, the National Libera- 
tion Front plans to strengthen its military position, 
and to rely partly on an international volunteer 
force recruited from other African countries, includ- 
ing some that now are members of the French 
Community. This can only complicate France’s 
problems in Black Africa, where the rising tide of 
nationalism already appears irresistible. 


Public Trusts 


Like private pension funds, state and local pen- 
sion funds have burgeoned at a spectacular rate 
in the past few years. Yet, it is apparent that some 
of the investments of these public funds don’t meet 
the normal “prudent investment” test demanded of 
pension fund trustees (page 106). 

These public funds are accumulated mainly from 
tax money. The funds are large—they cover four 
million state and local government employees. S0 
far, though, they have operated largely in obscurity. 
Now is the time to take a close look at them, to see 
that they are managed by responsible people work- 
ing to professional standards, and that they are 
operated as true public trusts. 
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Sturdy Victor insulators fulfill a double role in power transmission systems: they support the tremendous weight 
of the cables and they prevent electrical leakage. This eagie’s-eye view was painted by artist Ned Seidler. 


THEY MUST NOT FAIL...PEOPLE NEED POWER 


From the minute these high voltage powerline insulators go 
into service, the forces of nature try to pull them down. Yet 
the people of power-hungry cities can be confident that their 
electricity will not be interrupted. Years ago, engineers of 
|-T-E’s Victor Division learned the important secret of how to 
make these insulators strong: impurities must be kept out. 
Today, Victor insulators made of purified porcelain have the 
extra strength that helps them stand up under extreme 
es. They carry hundreds of pounds of cable weight 

ily, even under the whipping and the straining inflicted by 

d and rain and ice. So cities coast to coast can be sure of 
electric power. Other I-T-E electrical equipment 


also serves to make electricity more useful and dependable 

.in industry, commerce, institutions, homes and on farms. 
Better made for better performance, it costs no more. It’s 
designed to appeal to everybody who wants top value for his 
electrical equipment dollar. 


Divisions: Switchgear e Small Air Circuit Breaker e Transformer 
& Rectifier e Specia! Products e Greensburg « BullDog Electric 
Products e Victor Insulators e Kelman Power Circuit Breaker 
Subsidiaries: The Chase-Shawmut Co. e Walker Electrical 
Co. « Wilson Electrica! Equipment Co. e In Canada: BullDog 
Electric Products Co. Ltd. e Eastern Power Devices Ltd. ¢ 


Canadian Porcelain Co. Ltd. e Headquarters: Philadelphia, Pa. 











